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JIANGSU  GOVERNOR'S  REPORT  ON  ECONOMY,  REFORM 
OW162245  Nanjing  XINHUA  RIBAO  in  Chinese  15  May  85  p  I 

[Text]  Report  on  the  work  of  the  Jiangsu  Provincial  People's  Government- 
Delivered  It  the  Third  Session  of  the  Sixth  Jiangsu  Provincial  People  s 
Congress  on  8  May  1985  by  Governor  Gu  Xiulian 

Fellow  Deputies : 

Under  the  leadership  of  the  party  Central  Committee,  the 

the  Jiangsu  Provincial  CPC  Committee,  our  province  has  persistently  carried 
out  the  policy  of  reform,  opening  to  the  outside  world,  and  , 

the  domestic  economy,  and  has  striven  to  fulfill  the  in  re¬ 

second  session  of  the  sixth  provincial  people's  congress,  thereby  scoring  re 
markable  achievements  on  all  fronts,  and  bringing  about  great 

?Sfs  L "984.  Political  stability  and  unity  were  further  consolidated;  the 
party's  general  objective  and  tasks  took  firmer  root  among  the  masses, 
LonLic^development  and  various  social  undertakings  made  further  advances, 
building  of  demLracy  and  the  legal  system  was  strengthened;  prevallj^ng  so¬ 
cial  prLtices  continued  to  improve;  and  progress  was  made  in  building  so 
cialism,  both  materially  and  spiritually. 

Since  the  natlonai governors'  meeting  in  February  this 

scientiouslv  implemented  the  guidelines  of  the  meeting  and,  after  analyzing 
the  situation  and  achieving  unity  of  understanding,  have  done  tremendous 
^ork  “nraSlevelgood  results,  in  promoting  reform,  invigorating  the  economy, 
intensifying  the  management  of  macroeconomic  activities  and  correcting  u 
healthy  tendencies. 

Currently,  we  are  further  pushing  the  restructuring  “^the  economy  as  a  whole, 

with  the  focus  on  the  urban  economy,  in  order  to  ^ Jdllines  of 

the  excellent  situation  in  our  province,  in  accordance  with  the  guidelines  or 

the  Third  Session  of  the  Sixth  NPC.  I  now  submit,  for  SLSural 

nroval  bv  the  present  session,  a  report  on  the  economic  situation,  structural 
Reform,  and  opLing  to  the  outside  world,  and  problems  needing  to  be  solve 

current  economic  work. 
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I.  The  Economic  Situation 

Over  the  past  year ,  we  have  focused  on  economic  development  and  concentrated 
efforts  on  the  two  major  tasks  of  reform  and  opening  to  the  outside  world. 

The  agricultural  contracted  responsibility  system,  with  remuneration  linked 
to  output,  was  further  introduced  in  hilly  and  wooded  areas,  lakelands,  and 
vegetable,  and  other  sideline,  production,  while  the  experience  of  Yanqiao 
Township,  Wuxi  County  in  "one  contract  and  three  reforms"  was  universally 
practiced  by  village  and  township  enterprises  in  reforming  labor,  wages, 
and  cadre  system  an  rural  areas,  thereby  more  effectively  emancipating  pro¬ 
ductive  forces  in  rural  areas.  In  accordance  with  arrangement  of  the  party 
Central  Committe  and  the  State  Council  for  urban  reform,  we  started  to  dis¬ 
mantle  the  practice  of  "everyone  eating  from  the  same  big  pot"  of  the  state 
and  collective,  substituted  profit  delivery  for  the  taxation  system,  and 
established,  and  improved,  various  economic  responsibility  systems  in  state 
enterprises.  We  also  Introduced  the  "one  contract  and  three  reforms"  among 
small  state  and  collective  enterprises.  Governments  at  various  levels  simpli¬ 
fied  administration,  and  delegated  more  powers  to  lower  levels,  relaxed  poli¬ 
cies  ,  and  expanded  enterprises '  decisionmaking  powers .  A  number  of  reform 
measures  were  also  taken  in  contruction,  commerce,  foreign  trade,  banking, 
and  planning.  All  these  reforms  have  instilled  more  vigor  and  vitality 
into  the  enterprises  and  cities.  The  areas  selected  for  trying  out  compre¬ 
hensive  reforms  also  increased.  After  selecting  Changzhou  among  small  and 
medium-sized  cities  to  try  out  comprehensive  reform,  we  experimented  with 
reform  in  Changshu  and  Haian  counties  and  Tongshan  City,  by  giving  greater 
powers  to  the  city  and  counties,  thereby  bringing  into  full  play  the  diverse 
role  of  key  cities  andtowns  in  economic  management,  and  promoting  common 
economic  development  of  both  urban  and  rural  areas.  Progress  was  also  made 
in  opening  the  province  to  the  outside  world.  Accelerating  the  pace  in  the 
use  of  foreign  capital,  and  importing  advanced  technology,  we  signed  a  total 
of  713  contracts  utilizing  foreign  capital,  using  foreign  exchange  loans  to 
import  technology,  and  conducting  economic  and  technical  cooperation  in 
various  forms,  and  spent  U.S.$356  million  in  foreign  exchange,  according  to 
the  contracts.  Nantong  and  Lianyungang  cities  did  a  great  job,  and  scored 
initial  achievements,  in  intensifying  publicity  of  foreign  economic  relations, 
stepping  up  efforts  in  structural  reform,  speeding  up  technical  transforma¬ 
tion  and  construction  of  the  infrastructure,  and  setting  up  organizations  to 
train  skilled  personnel.  The  reform  and  opening  to  the  outside  world  have  ^ 
brought  about  a  sustained,  steady,  and  balanced  development  of  the  province  s 
economy,  and  enabled  us  to  win  the  first  victory  in  the  campaign  to  score 
outstanding  economic  achievements  in  7  successive  years .  As  throughout  the 
country,  the  economic  situation  iti  our  prdvlnce  is  good. 

Its  chief  manifestations  are  as  follows:  Production  developed  steadily  and 
national  income  increased.  The  total  annual  industrial  and  agricultural  out¬ 
put  value  reached  97.95  billion  yuan  (not  including  industrial  output  value 
of  enterprises  below  village  level,  and  value  of  commercial  handicrafts  pro¬ 
duced  by  peasant  families),  an  increase  of  18.7  percent  compared  with  1983. 
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This  province  overfulfilled  the  "Sixth  5-Year  Plan"  by  18.4  percent  a  year 
ahead  of  schedule.  Total  national  income  was  estimated  at  45.3  billion  yuan, 
an  increase  of  19.5  percent  over  the  previous  year.  Total  state  revenue 
reached  7,529  million  yuan,  an  increase  of  8.4  percent  the  previous  year. 

The  building  of  key  projects  was  strengthened,  and  technical  transformation 
quickened.  Total  investment  in  fixed  assets  of  state-owned  units  came  to 
3,212  million  yuan,  an  Increase  of  28.6  percent  over  the  previous  year.  Na- 
tional  projects  increased  by  33.9  percent,  and  local  projects  by  21.  percen  . 
Total  investment  in  the  nine  key  projects,  \idiose  construction  must  be  complete 
within  the  reasonable  time  limits  set  by  the  state,  came  to  1.08  billion  yuan, 
overfulfilling  the  annual  plan  by  2  percent.  The  sum  of  1.51  billion  yuan 
was  invested  in  renewing  equipment  and  in  other  technical  improvement  projects 
in  state-owned  units  last  year,  an  increase  of  5.2  percent  compared  with  1983. 
Of  the  over  4,300  construction  projects,  more  than  2,400  were  completed  in 

1984. 


The  market  was  brisk  and  prosperous;  domestic  and  foreign  trade  experience 
all-round  growth.  State  commercial  enterprises,  and  supply  and  marketing 
cooperatives,  procured  commodities  with  a  total  value  of  27.45  billion  yuan, 
an  increase  of  8.3  percent  over  1983.  Total  retail  sales  on  the  domestic 
market  in  1984  were  24.61  billion  yuan,  an  increase  of  18.6  percent  over  the 
previous  year.  The  total  value  of  commodities  procured  for  foreign  tra  e 
reached  4.38  billion  yuan,  an  increase  of  6  percent  over  the  previous  year. 
The  total  value  of  exports  came  to  U.S. $1,457  million,  an  increase  of  .  per 
cent  over  the  previous  year. 


People’s  income  increased,  and  the  level  of  consumption  was  up.  According 
to  an  investigation  into  the  income  of  more  than  1,500  peasant  households, 
the  average  per  capita  net  income  was  448  yuan,  an  increase  of  25.6  percent 
over  the  previous  year.  Average  per  capita  living  expenses  were  360  yuan, 
an  increase  of  11.8  percent  over  the  previous  year.  A  sample  survey  of  730 
households  of  workers  and  staff  members  in  cities  and  towns  showed  an  average 
annual  per  capita  income  of  625  yuan  available  for  living  expenses,  an  in¬ 
crease  of  20.7  percent  in  real  Income  compared  with  1983. 

The  people  on  various  fronts  worked  hard  to  fulfill  their  respective  tasks, 
centering  on  the  generagl  goal  and  task  of  the  party.  They  have  promoted 
the  development  of  work  in  society. 


Science  and  technology  were  further  integrated  with  economic  construction, 
and  new  achievements  in  science  and  technology  constantly  emerged.  Scientists 
and  technical  personnel  in  the  province  made  1,200  achievements  in  various 
projects,  an  increase  of  64  percent  over  the  previous  year.  The  le^^  of 
scientific  and  technological  achievements  was  raised,  and^their  rate  of 
application  increased.  Cooperation  and  exchanges  in  the  field  of  scientipc 
and  technological  research  were  strengthened,  and  the  technological  market 
developed.  More  and  more  military  technologies  were  transferred  to  civilian 


use. 
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feducational  work  developed  quite  fast.  Full-time  schools  of  higher  learning 
had  an  enrolment  of  34,000  students,  an  Increase  of  29.7  percent  over  the 
previous  year.  The  total  number  of  students  at  various  schools  of  higher 
learning  increased  by  21  percent  over  the  previous  year.  Relatively  big 
successes  were  also  registered  in  developing  TV  universities,  correspondence 
universities,  evening  colleges,  colleges  for  workers  and  staff  members,  and 
examination  for  students  through  self-study  programs.  The  total  number  of 
students  at  various  middle  schools  Increased  by  39,000  compared  with  1983. 

Of  these,  students  at  secondary  professional  and  technical  schools  increased 
by  24  percent  and  26  percent  respectively.  Teaching  facilities  in  irural 
mi— die  and  primary  schools  in  most  counties  improved.  Good  progress  was  also 
made  in  preschool  education,  the  popularization  of  primary  school  education, 
and  the  work  of  wiping  out  illiteracy. 

Public  security  and  judicial  work  was  further  strengthened,  and  social  secur¬ 
ity  and  order  were  further  improved. 

New  achievements  were  also  made  in  developing  cultural,  physical  culture  and 
sports,  public  health,  family  planning,  foreign  affairs  and  tourism,  news  and 
publications,  radio  and  television  broadcast,  city  and  rural  construction,  and 
environmental  protection  and  other  work. 

In  the  past  year,  all  our  achievements  were  made  through  carrying  out  reform, 
opening  to  the  outside  world,  and  invigorating  the  domestic  economy  on  the 
basis  of  readjustments  made  in  the  previous  few  years .  They  were  made  as  a 
result  of  hard  work  by  the  broad  masses  of  workers,  peasants,  and  intel¬ 
lectuals  throughout  the  province.  They  were  also  linked. to  the  foundation 
built  through  past  work,  and  the  enthusiastic  support  of  veteran  comrades. 

The  CPPCC  committees  at  various  levels,  various  democratic  parties,  and 
patriotic  personages  all  made  active  contributions  to  promoting  the  four 
modernizations.  The  units  of  the  Chinese  PLA  stationed  in  Jiangsu  made  new 
contributions  to  supporting  local  construction. 

In  reviewing . the  work  we  have  done  since  the  3d  Plenary  Session  of  the  11th 
CPC  Central  Committee,  we  can  find  changes  in  the  following  four  areas  of 
Jiangsu  Province's  economy; 

1.  Development  of  commodity  production  and  exchange  has  speeded  up  the  pro¬ 
fessionalization  and  socialization  of  the  rural  economy.  The  enforcement 
in  rural  areas  of  the  contracted  responsibility  system  with  remuneration 
linked  to  output  has  radically  done  away  with  the  old  system  that  restricted 
the  development  of  agricultural  productive  force,  and  a  commodity  economic 
system  is  gradually  being  established.  The  province's  total  grain  output 
was  67  billion  jin  in  1984,  averaging  over  1,000  jin  per  capita.  Cash  crops 
and  a  diversified  economy  also  developed  quite  fast  last  year.  Compared^ 
with  1978,  the  procurement  volume  of  agricultural  and  sideline  products  in¬ 
creased  153.8  percent.  The  commodity  rate  of  agricultural,  sideline,  and 
Industrial  products  increased  from  50  percent  to  about  70  percent.  There 
were  more  than  289,000  specialized  households  and  over  70,000  joint  economic 
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e=taUl.taent=  of  varioua  kinds  in  Sa'""' 

labor  force  to  nonfarming  business  clearly  speeded  up.  As  a  result,  rn 

service  trade,  and  other  businesses.  The  total  industrial  output 

township  level)  and 

hfs'beg^n  L  surpass  total  agricultural  sector 

tSo^/^urira^ra^t-^^i^l  /on»^  principle  of  ■■actively  raise 

the  leiel  of  development  of  southern  Jiangsu  and  speed  up  . 

Lrthern  Jiangsu, ■■  the  provincial  “ra»  S  deveLp- 

at  all  levels  have  conducted  many  investigations  and 

economic  development. 

2  The  institution  of  multiform  economy  and  promotion  of  a  f 

n;my  have  facilitated  various  ^oimil  !Lomic 

insistence  that  state  economy  should  play  ^  leading  j^le^tlve  economy, 

raira:trior:rnioS%re 

valul  of  LtLprises  of  public  ounershlp  accounted  for  53.5  percent  of  the 
total  industrial  output  value,  collective 

percent,  and  individual-run  enterprises  accounted  for  0.23  perce 

The  system  that  all  provincial-level  “f  S?Ls, 

of  enterprises  under  normal  circumstances  has  aroused  tne  enrnus 

:LSiL!  munships,  and  villages  ‘^'^“^re^ono^  acc^nfed 

industrial  and  agricultural  output  value,  the  the 

for  36.4  percent,  the  Se  viu 

township-level  economy ^accoOT^^^^^  addition,  more  circulation  channels 

havrSeropened,  and  trade  centers  role“nLnoSc'‘’ 

ties  are  being  perfected  and  have  begun  to  play  an  a^jve^iole^^^ 

ro^:j“i:!^nfeipSerifX“rinc:ra^c^nting 

“ifUrirKLfg  ‘M^ie  tl^of^S  ftovince  has  begun 
to  prosper  and  boom. 

3.  Strengthening  the  ties  among  ®"J®’^P^^®®®f®”Jg’^ffcrtharJiangsi^lacks 
economic  and  technical  exchanges.  .  •  n  hsive  actively  developed 

energy  resources  and  raw  t  only  maintained 

prin:rh:raJre"?hUsLfc::rdinated\elations  in  terms  of  funds,  goods 
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and  materials,  technology  and  qualified  personnel  with  more  than  20  provinces 
and  regions,  including  Guangxi,  Xinjiang,  Shanxi,  Anhui,  Jiangxi,  Gansu  and 
Ningxia.  Last  year  the  goods  and  materials  exchanged::  in  coordination  amounted 
to  about  1.5  billion  jman.  The  ties  between  cities  and  the  countryside  in 
Jiangsu  have  also  greatly  developed.  The  coordinated  relations  between 
economically  developed  areas  have  become  still  closer.  The  economic  and 
technical  exchange  between  southern  Jiangsu  and  northern  Jiangsu  has  been 
developed  extensively,  and  the  integration  of  production  with  management, 
scientific  research  and  Information  has  become  closer.  Since  the  new  system 
of  putting  counties  under  the  jurisdiction  of  cities  was  adopted,  the  role  of 
cities  as  political,  economic  and  cultural  centers  has  been  brought  into  full 
play,  and  the  construction  of  small  cities  and  towns  has  been  further  strength¬ 
ened.  As  a  result,  urban  and  rural  economies  have  developed  in  a  coordinated 
way.  At  present,  urban  and  rural  economic  associations  with  cities  as  centers, 
key  enterprises  as  support,  and  famous  brand  and  fine  quality  as  the  goals 
have  mushroomed.  More  than  160  enterprise  groups  have  been  organized  in 
Jiangsu.  They  have  effectively  improved  the  industrial  structure  and  special¬ 
ization,  tapped  the  potential  of  our  existing  enterprises,  and  brought 
forth  new  productive  capacity.  Jiangsu’s  economic  and  technical  coordina¬ 
tion  has  undergone  a  process  from  spontaneous  small-scale  development  with 
a  plan  to  planned,  large-scale  development  with  good  leadership.  As  a  result, 
it  has  played  an  important  role  in  Jiangsu’s  economic  development. 

4.  The  expansion  of  domestic  and  foreign  trade  has  promoted  the  development 
of  production  toward  the  trade-industry-agriculture  type.  Jiangsu  sells 
more  than  two-thirds  of  its  industrial  products  and  a  certain  amount  of  its 
farm  and  sideline  products  on  markets  outside  the  province  and  abroad.  To 
satisfy  the  needs  of  economic  development,  we  have  actively  expanded  foreign 
trade  while  continuously  expanding  the  domestic  market.  According  to  the 
needs  of  the  market,  we  have  readjusted  industry  and  the  structure  of  prod- 
uects  in  many  localities.  We  have  built  bases  for  the  production  of  market¬ 
able  products  that  bring  us  good  economic  results.  We  have  also  started  to 
strengthen  the  construction  of  cold  storage,  processing,  and  otherbaslc  facili¬ 
ties.  More  iand  more  industrial  enterprises  are  being  converted  from  the  pro¬ 
duction  type  to  the  development  type,  and  more  and  more  comrades  engaging  in 
economic  work  in  urban  and  rural  areas  are  paying  great  attention  to  using 
resources  at  home  and  abroad  to  develop  domestic  and  international  markets. 

They  are  also  paying  attention  to  studhlng  methods  for  domestic  construction 
and  developing  economic  relations  with  foreign  countries.  While  the  trade- 
industry-agriculture  economic  structure. is  taking  shape,  Jiangsu’s  economy 
is  changing  and  developing  to  a  high  level. 

Fellow  deputies,  despite  the  excellent  situation  and  our  progress,  Jiangsu’s 
economic  work  also  faces  some  questions  which  merit  our  great  attention. 

During  the  fourth  quarter  of  last  year,  bank  loans  increased  too  fast,  with 
the  Increase  rate  higher  than  the  national  level;  the  consumption  fund  in¬ 
creased  too  fast,  with  the  increase  rate  surpassing  the  increased  rates  of 
productivity  and  taxes;  so  much  money  was  put  into  circulation  that  the  total 
amount  was  higher  than  the  target  planned;  and  our  fixed-asset  investments 
were  made  on  so  large  a  scale  that  they  were  beyond  our  financial  and  material 
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as  a  whole,  overcome  selfish  departmentalism,  correctly  handle  the  relation¬ 
ships  between  the  whole  and  part  of  the  situation,  long-range  and  Immediate 
interests,  and  between  needs  and  capabilities,  cherish  the  present  excellent 
situation,  and  stive  to  maintain  the  impetus  in  order  to  ensure  the  economy 
developing  along  a  healthy  path. 

II.  Structural  Reform  and  Opening  to  the  Outside  World 

Nineteen  eight-five  is  the  first  year  of  implementing  the  "Decision  of  the 
CPC  Central  Committee  on  Reform  of  the  Economic  Structure."  A  better  job 
in  our  reform  this  year  is  of  great  significance  in  consolidating  and  develop¬ 
ing  the  current  excellent  situation  and  ensuring  the  smooth  progress  of  the 
reform  as  a  whole  and  the  sustained,  steady,  and  balanced  development  of 
the  economy.  The  principles  put  forth  by  Premier  Zhao  at  the  Third  Session 
of  the  Sixth  NPC  for  guiding  the  current  reforms  are:  Be  steadfast,  be 
prudent  in  fighting  the  first  battle,  and  be  sure  to  win.  We  should  be 
steadfast  in  regard  to  the  goal  and  orientation  of  the  reform  and  be  prudent 
so  far  as  the  steps  and  measures  for  reform  are  concerned  in  order  to  en¬ 
sure  the  victory  in  the  first  battle  of  teform.  In  line  with  these  guiding 
principles,  our  reforms  must  proceed  under  the  unified  arrangements  of  the 
central  authorities  and  take. full  account  of  the  capabilities  of  the  state 
and  soulety  to  withstand  heavy  strains,  possible  reactions  in  macro-economic 
activities,  and  favorable  factors  for  promoting  the  development  of  productive 
forces  in  order  to  do  a  still  better  job  in  reform  this  year. 

1.  The  focus  of  reform  of  the  economic  structure  in  1985  is  to  continue  to 
revitalize  the  economy. 

The  rural  areas  must  earnestly  Implement  the  guidelines  of  the  CPC  Central 
Committee's  Document  No  1  Issued  this  year,  further  reform  the  rural  eco¬ 
nomic  management  system,  continue  to  expand  market  regulation  under  the  guid¬ 
ance  of  state  plans,  and  fully  utilize  the  law  of  value  to  revitalize  the 
economy  in  an  all-round  way.  It  is  necessary  to  continue  to  improve  the  sys¬ 
tem  of  contracted  responsibility  based  on  households  with  remuneration  linked 
to  output  and,  in  accordance  with  the  principles  of  voluntary  participation 
and  mutual  benefit,  develop  multiform  cooperation  and  joint  operation  in  the 
fields  of  processing,  marketing,  and  transportation,  in  order  to  perfect  the 
rural  cooperative  economy  step  by  step.  We  must  reform  the  system  of  uni¬ 
fied  and  assigned  procurement  of  agricultural  products  so  that  agricultural 
production  will  meet  market  demands,  and  must  promote  rationalization  in 
the  rural  production  structure.  We  must  readjust  the  Internal  structure  of 
crop  farming  and  appropriately  raise  the  proportion  of  economic  crops.  We 
must  readjust  the  internal  structure  of  agricultural  production  and  raise  the 
proportion  of  forestry,  animal  husbandry,  sideline  production,  and  fishery; 
and  must  also  readjust  the  rural  production  structure  and  raise  the  propor¬ 
tion  of  Industry,  commerce,  construction,  transporatlon,  and  service  trades 
so  that  the  rural  economy  can  develop  in  a  mote  coordinated  way. 

Through  reform,  we  must  fully  bring  into  play  the  functions  of  cities  and 
promote  the  development  of  a  socialized  and  planned  commodity  economy  so 
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relatively  good.  Their  output  increased  22  percent;  and  their  profits  and 
taxes  paid  to  the  state  increased  25  percent.  Both  were  higher  than  the 
provincial  average.  The  vitality  of  an  enterprise  comes  from  its  ability  to 
make  sound  decisions.  Reforming  an  enterprise’s  internal  leadership  system. 
Implementing  the  plant  director  responsibility  system,  and  employing  a  large 
number  of  talented  decisionmaking  people  who  have  both  professional  knowledge 
and  management  ability,  and  are  good  at  making  sound  decisions — these  are 
keys  to  an  enterprise’s  development.  Based  on  last  year’s  experience  in 
implementing  the  plant  director  responsibility  system  in  360  enterprises 
on  atrial  basis,  this  year,  the  province  will  further  expand  the  scope  of 
this  pilot  project,  and  continually  perfect  this  system  to  enhance  the  plant 
director’s  sense  of  responsibility  to  the  state.  At  the  same  time,  various 
forms  of  economic  responsibility  system  will  be  implemented  to  strengthen 
the  enterprises’  own  management.  The  vitality  of  an  enterprise  also  comes 
from  its  competitiveness.  Large  and  medium-sized  enterprises  must  tap  their 
internal  potential,  and  make  full  use  of  their  strong  points  in  professional 
personnel,  technology,  and  equipment  to  cut  costs  and  raise  the  quality  of 
their  products,  thereby  winning  credit  for  their  products  on  the  market. 

After  the  expansion  of  the  scope  of  guidance  planning  and  the  impact  of  mar¬ 
ket  forces,  the  enterprises  must  learn  to  make  use  of  the  law  of  value  to 
enhance  their  competitiveness.  The  vitality  of  an  enterprise  also  comes 
from  its  pioneering  ability.  Not  only  must  an  enterprise  be  good  at  pro¬ 
duction  and  management,  but  also  at  opening  up  new  horizons,  by  closely  link¬ 
ing  production  with  scientific  research,  and  continually  pioneering  new  tech¬ 
nology,  products  and  markets,  to  Improve  its  ability  to  cope  with  contingen¬ 
cies  . 

Currently,  there  are  certain  difficulties  in  revitalizing  large  and  medium- 
sized  enterprises.  Following  the  emergence  of  a  series  of  reform  measures, 
the  price  of  some  raw  and  processed  materials,  and  the  interest  rates  of 
bank  loans  have  gone  up.  This  has  subjected  an  enterprise’s  endurance  and 
operability  to  a  severe  test.  But,  we  have  also  been  provided  with  certain 
favorable  conditions,  both  external  and  Internal,  for  revitalizing  large  and 
medium-^sized  enterprises.  We  must  have  confidence,  and  strive  to  fulfill 
this  task  well. 

2.  The  emphasis  on  this  year’s  Reform  of  the  Economic  Strticture  Is  To  Take 
a  giant  step  to  reforming  the  Wage  and  Price  Systems. 

The  main  objectives  in  the  reform  of  wages  are  overhauling  the  ciirrent 
unsound  wage  system,  gradually  eliminating  the  age-old  malpractice  of  egali¬ 
tarianism  in  wage  distribution,  and  initiating  a  new  wage  system,  better 
reflecting  the  principle  of  distribution  according  to  work.  In  publicly- 
owned  enterprises,  when  ample  preparations  have  been  made,  a  floating  wage 
system,  linking  an  enterprise’s  total  wage  payments  with  its  economic  results, 
will  be  systematically  implemented.  Under  this  system,  the  wages  and  bonuses 
of  staff  members,  workers,  and  management  personnel  of  an  enterprise  are 
linked  to  the  enterprise’s  economic  results,  and  with  the  size  of  their  con¬ 
tribution  to  the  enterprise.  Those  units,  under  a  pilot  project  since  last 
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year,  will  continue  to  experiment  with  the  system  this  year,  in  accordance 
with  the  State  Council's  requirement  of  linking  an  enterprise's  total  wage 
payments,  with  the  profits  and  taxes  turned  over  to  higher  authority.  For 
those  neterprises,  where  conditions  already  exist,  the  system  will  be  sys¬ 
tematically  implemented  in  them,  after  ample  preparations  have  been  made, 
and  when  approval  for  implementation  has  been  granted  to  these  enterprises. 

As  for  those  units  vdiere  conditions  currently  do  not  exist*  the  present  sys¬ 
tem  will  still  be  in  force,  but  is  subject  to  gradual  changes.  In  the  state 
organizations  and  administrative  units,  a  system  linking  the  wages  of  staff 
members  and  workers  with  their  jobs,  responsibilities  and  accomplishments 
will  mainly  be  implemented.  Regarding  this  reform,  provincial  departments 
concerned  are  stepping  up  preparations,  in  accordance  with  the  State  Cotm- 
cil's  unified  planning.  After  reform,  the  wage  system  and  work  concerning 
wages  will  be  gradually  launch^ed  on  a  new  orbit.  From  now  on,  the  wages 
of  staff  members  and  workers  will  steadily  Increase,  following  the  develop¬ 
ment  of  production  and  increases  in  the  national  income.  This  is  a  major 
step  forward  in  implementing  the  socialist  principle  of  distribution  accord¬ 
ing  to  work;  Because  of  limitations  of  the  state's  financial  capability, 
we  cannot  expect  to  raise  our  wages  to  a  very  high  level  overnight.  We  must 
take  the  overall  situation  into  consideration,  and  consciously  abide  by  the 
various  regulations  concerning  wage  reform.  At  the  same  time,  we  must  do 
good  propaganda  work  and  explain  our  financial  resources  to  the  masses. 

Cadres  at  all  levels  must  put  strict  demands  on  themselves,  and  persistently 
act  according  to  appropriate  policies. 

The  reform  of  the  pricing  system  is  vital  to  the  success  of  the  entipe  eco¬ 
nomic  structure.  This  reform  has  become  the  key  to  encouraging  initiative 
in  all  fields,  straightening  out  major  economic  relations,  and  effecting 
a  virtuous  circle  of  economic  growth.  The  policy  of  this  year's  price  reform 
is  to  combine  relaxed  control- with  readjustment  and  to  aim  at  progress  in 
measuresed  steps.  The  emphasis  is  on  rationally  rad justing  the  rural  pur¬ 
chase  and  marekting  prices  of  grains,  relaxing  control  of  the  purchase  price 
of  hogs  and  the  marketing  price  of  pork,  and  appropriately  raising  charges 
of  short-distance  railway  transport. 

Replacing  state  monopoly  on  grain  purchases  with  purchases  according  to 
contract  and  changing  the  irrational  situation  in  which  rural  grain  market¬ 
ing  prices  are  lower  than  the  purchase  price  are  aimed  at  effecting  a  rea  - 
justment  in  the  rural  production  structure  and  further  enlivening  the  rural 
economy.  The  price  of  grain  sold  to  the  state  according  to  contract  is  set 
on  a  proportional  basis,  and  grain  over  and  above  the  contract  may  be  sold 
or  purchased  through  all  channels  available  with  prices  fluctuating  according 
to  market  demand.  If  the  market  price  is  too  low  and  the  peasant^wants  to 
sell  the  grain  to  the  state,  the  state  will  purchase  it  without  limit  at  the 
original  purchase  price  as  as  to  protect  the  peasant's  enthusiasm  for  grain 
production.  The  price  of  grain  supplied  by  the  state  to  rural  areas  will  be 
the  same  as  the  purchase  price.  All  in  all,  this  policy  is  advantageous 
to  grain  production  in  our  province,  especially  to  the  existing  commodity 
grain  producing  areas,  which  will  benefit  from  the  price  readjustment  be¬ 
cause  of  their  higher  base  purchase  quotas.  However,  the  Income  of  new  com¬ 
modity  grain  producing  areas  may  decrease  somewhat.  With  the  rural  purchase 
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and  marketing  prices  readjusted  to  the  same  level,  some  people's  expenditures 
may  increase  somewhat.  Efforts  should  he  made  to  carry  out  the  readjustment 
of  the  rural  production  structure  and  the  product  composition  well,  do  a  good 
job  in  converting  grain  into  meat,  expand  production.  Improve  economic  re¬ 
sults,  and  help  peasants  Increase  their  Ihcbme. 

Abolishing  the  assigned  purchase  of  hogs,  relaxing  control  on  pork  prices, 
and  changing  the  practice  of  monopoly  and  fixed  prices  are  aimed  at  convert¬ 
ing  grain  into  meat  and  promoting  hog  production  so  as  to  meet  the  require¬ 
ments  of  increased  living  standards.  Our  province  already  relaxed  control 
on  the  purchase  price  of  hogs  on  1  April  and  the  situation  is  basically  good, 
ihe  peasants'  enthusiasm  for  raising  hogs  has  been  mobilized  and  the  market 
has  become  brisker  in  the  countryside.  State-run  food  companels  should  sign 
purchase  contracts  with  hog  farms  or  hog  raisers,  support  them  with  grain 
supplied  by  the  state  to  our  province  at  parity  prices,  and  actively  parti¬ 
cipate  in  market  regulation  to  stabilize  meat  prices.  Local  measures  for 
supporting  hog  production  already  in  force  should  bO  continued.  It  is  neces¬ 
sary  to  bring  into  play  the  role  of  private  slaughterhouses  in  enlivening  the 
market  and  serving  the  masses,  improve  the  management  of  these  slaughter¬ 
houses,  and  do  a  good  job  intax  collection,  sanitation,  and  epidemic  pre¬ 
vention.  Following  the  abolition  of  fixed  purchase  prices  of  hogs  and  fixed 
marketing  prices  of  pork,  we  will  introduce,  in  a  well-guided  way,  negotiated 
prices  on  the  basis  of  market  supply  and  demand.  For  the  time  being,  we 
should  continue  to  ration  pork  to  urban  residents  at  parity  prices.  They 
will  be  given  appropriate  allowances  when  control  of  pork  prices  is  relaxed. 

Appropriately  raising  charges  of  short— distance  railway  passenger  and  freight 
transport  is  aimed  at  increasing  the  use  of  highway  and  ships  for  short- 
distance  transport  and  relieving  the  strain  on  railway  transport.  In  addi¬ 
tion,  we  should  also  properly  widen  the  price  differences  among  products  of 
different  quality  and  increase  regional  price  differences.  Higher  prices 
should  be  allowed  for  brand  products  of  good  quality.  We  should  leave  basic¬ 
ally  unchanged  the  prices  of  those  raw  and  semifinished  materials,  fiiels,  and 
other  major  means  of  production  which  are  distributed  according  to  state 
plans  and  strengthen  management  and  guidance  over  such  raw  materials  marketed 
by  enterprises  themselves  according  to  specific  regulations.  We  should  proper 
ly  readjust  the  price  differences  of  coal  of  different  variety  and  regional 
price  differences.  However,  the  price  for  dally  use  in  cities  will  not  be 
increased. 

The  emphasis  of  price  reform  is  on  changing  production,  communications,  and 
transport  structures  and  product  composition.  The  vigorous  but  steady  mea¬ 
sures  adopted  for  this  purpose  are  conducive  to  establishing  a  rational 
pricing  system,  further  encouraging  inltlatiA^e  in  all  fields,  straightening 
out  major  economic  relations,  and  effecting  a  virtxious  circle  of  economic 
growth.  It  should  be  pointed  out  that  for  a  long  time  we  have  mistaken 
freezing  prices  for  stabilizing  prices.  As  a  result,  the  prices  of  many 
commodities  reflect  neither  their  value  nor  supply-and-demand  relations. 

This  is  detrimental  to  the  development  of  a  commodity  economy.  A  well- 
planned  and  step-by-step  readjustment,  which  involves  raising  prices  of 
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some  commodities  and  lowering  those  of  others,  conforms  to  objective 
economic  law  and  the  people’s  fundamental  interests.  This  reform,  which 
involves  the  entire  economic  planning  system,  the  pricing  system,  and  the 
purchase  and  marketing  structure  of  farm  and  sideline  products,  is  very 
complicated  and  requires  tremendous  efforts.  We  must  strictly  implement 
the  State  Council’s  unified  plan  and  refrain  from  going  our  own  way  or  from 
rushing  headlong  into  mass  action.  We  must  make  painstaking  arrangements 
and  provide  guidance  to  minimize  price  fluctuations  on  the  market  and  pre¬ 
serve  the  relative  stability  of  overall  price  levels. 

3.  The  Primary  Condition  for  This  Year’s  Reform  of  the  Economic  Structure 
Is  the  Continuation  of  the  Simplification  of  Administration  and  the  Delega¬ 
tion  of  Powers  To  Enable  Government  Organizations  To  Bring  Into  Play  Their 
Functions  of  Managing  the  Economy. 

Carrying  out  the  reform  according  to  the  principles  of  separating  government 
functions  from  enterprises,  simplifying  administration,  and  delegation  powers 
is  a  requirement  for  enlivening  enterprises  and  the  entire  national  economy. 
Last  year,  the  province,  cities,  and  counties  did  a  great  deal  of  work  in 
the  simplification  of  administration  and  the  delegation  of  powers.  Some 
provincial  departments  have  placed  a  number  of  their  enterprises  under 
the  management  of  the  cities  and  counties  where  they  are  located.  They 
have  also  delegated  some  powers  to  manage  planning,  prices,  labor,  and  wages 
to  cities  and  counties;  while  cities  and  counties  have  delegated  some  powers 
to  enterprises.  It  has  been  noticed  that  some  powers,  which  should  have 
been  delegated,  have  not;  while  some  other  powers,  although  delegated,  have 
not  been  Implemented  by  the  grassroots-level  units  and  enterprises.  Further¬ 
more,  the  delegation  of  powers  was  made  without  relevant  instructions ;  con¬ 
sequently,  enterprises  have  not  been  properly  enlivened.  Leading  organiza¬ 
tions  at  and  above  the  country  level  should  further  Inspect  the  situation 
in  the  simplification  of  administration  and  the  delegation  of  powers  and 
should  firmly  grasp  the  Implementation  of  the  powers  they  explicitly  decided 
to  delegate  to  the  grassroots-level  units  and  enterprises.  The  grassroots- 
level  units  and  enterprises  should  also  carry  out  inspections  to  learn  the 
facts  about  the  exercise  of  powers;  learn  to  correctly  exercise  their  powers; 
and  resolutely  Implement  the  separation  of  government  functions  from  enter¬ 
prises,  the  simplification  of  administration,  and  the  delegation  of  powers, 
in  accordance  with  the  eight  functions  of  government  organizations  in  manag¬ 
ing  the  economy  as  proposed  by  the  ’’Decision’’  of  the  3d  Plenary  Session  of 
the  12th  CPC  Central  Committee.  In  this  respect,  governments  at  all  levels, 
primarily  our  provincial  government  and  provincial  departments  at  all  levels, 
should  have  the  determination  to  change  the  past  situation  in  which  they 
monopolized  many  affairs  which  they  originally  were  not  supposed  to  manage 
and  failed  to  manage  well  the  affairs  which  they  were  supposed  to  manage. 

We  should  further  readjust  the  organizational  structures  of  provincial-level 
organizations  on  the  basis  of  investigation  and  study.  The  provincial,  city, 
and  country  governments,  as  well  as  the  economic  departments,  should  cor¬ 
rectly  handle  their  relationships  with  their  subordinate  enterprises  to 
increase  the  vigoro  of  enterprises  and  grassroots-level  units  in  carrying  out 
self-management.  Certainly,  they  should  not  delegate  powers  beyond  the  limits 
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of  their  own  powers,  and  no  units  and  individuals  are  permitted  to  simply 
do  things  in  their  own  way.  Leading  organizations  should  change  their  past 
method  of  mainly  depending  on  administrative  measures  to  exercise  direct 
command  over  and  interference  in  enterprises.  Instead,  they  should  practi¬ 
cally  translate  their  functions  into  formulating  development  planning,  . 
strengthening  policy  guidance,  performing  organizational  cooperation  well, 
and  carrying  out  inspection  and  supervision.  They  should  make  special  e  - 
forts  to  serve  the  development  of  production,  the  grassroots-level  units 
and  enterprises,  and  the  people.  That  means  that  they  should  solve  the  ques¬ 
tion  of  how  to  do  their  work  after  delegating  their  powers.  Many  companies 
of  an  administrative  nature  are  currently  retaining  the  self-management 
powers  for  the  enterprises  and  are  contending  for  rights  and  Interests  with 
the  grassroots-level  units.  We  should  further  clean  up  and  consolidate  such 
companies.  At  the  same  time,  we  should  consolidate,  reinforce,  and  enhance 
those  companies  of  an  enterprising  nature,  while  creating  conditions  which 
allow  those  Imperfect  specialized  companies  to  become  economic  entities. 

We  may  either  change  companies  of  an  administrative  nature  into  companies 
which  provide  services  and  are  responsible  bearing  their  own  profits  and., 
losses,  or  we  may  abrogate  them  if  they  cannot  be  changed. 


The  reform  of  the  scientific,  technological,  and  educational  structures  is 
closely  related  to  the  reform  of  the  economic  structure.  Carrying  out  these 
two  reforms  well  is  of  strategic  significance  to  modernization.  We  should 
conscientiously  study  the  guidelines  of  the  central  authorities  documepts 
concerned  and  give  concrete  opinions  about  their  implementation  in  light 
of  our  province’s  actual  situation,  after  summing  up  the  experiences  in  car¬ 
rying  out  experimental  reforms.  It  is  necessary  to  enable  the  majority  of 
the  research  organizations,  especially  those  research  units  closely  relate 
to  technological  development ,  to  strengthen  their  vigor  in  adapting  to  the 
needs  of  economy  through  the  reform  of  the  scientific  and  technolopcal 
Structures;  to  enable  the  majority  of  the  research  personnel  to  voluntarily 
better  adapt  themselves  to  the  needs  of  economy;  and  to  promote  the  extensive 
application  of  scientific  and  technological  achievements  to  production  and 
rapidly  translate  them  into  productivity.  In  carrying  out  the  reform  of 
the  educational  structure,  it  is  necessary  to  engage  in  educational  under 
takings  through  various  channels  and  at  various  levels;  to  strengthen  the 
basic  education  and  teachers  education;  and  to  enhance  ordinary  education. 
With  regard  to  higher  education,  it  is  necessary  to  change  t  e  managemen 
system  under  which  the  state  and  government  departments  monopolized  the 
'majority  portion  and  exercised  rigid  unification;  to  expand  the  self-manage¬ 
ment  powers  of  schools  in  running  their  educational  work;  and  to  enable 
schools  of  higher  learning  to  possess  the  enthusiasm  and  ability  to  volun 
tarlly  adapt  themselves  to  the  needs  of  social  and  economic  developments. 
Goveriiments  at  all  levels  should  further  Implement  the  party  s  policy  toward 
intellectuals;  show  concern  for  their  work  and  livelihood;  and  arouse  their 
enthusiasm  to  promote  the  development  of  science,  technology,  an  e  uca  .10  , 
and  to  bring  up  various  kinds  of  talented  personnel  for  the  four  moderniza¬ 
tions. 
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Fellow  deputies,  1985  is  an  important  year  for  carrying  out  the  work  of 
opening  to  the  outside  world.  After  Nantong  and  Lianyungang  were  designated 
coastal  open  cities,  the  State  Council  again,  early  this  year,  authorized 
Suzhou,  Wuxi,  and  Changzhou  cities,  and  the  12  counties  under  their  juris¬ 
diction,  to  become  Open  economic  areas.  Currently,  open  cities  and  economic 
areas  account  for  17.9  percent  of  the  province's  total  area,  their  popula¬ 
tion  21.2  percent,  their  industrial  and  agricultural  output  42.8  percent, 
and  their  financial  income  50.7  percent  of  the  provincial  total.  They^ 
occupy  an  important  place  in  the  provincial  economy,  and  play  a  significant 
role  in  its  promotion.  We  must  persistently,  and  continually,  Implement 
the  open  policy,  bring  into  full  play  the  role  of  the  open  cities  and  areas 
as  a  window  on  the  outside  world,  work  for  the  opening  of  the  entire  pro¬ 
vince,  expand  foreign  trade,  and  accelerate  the  importing  of  foreign  capital 
and  advanced  technology.  We  must  now  accomplish  the  following  work  in  the 
Open  cities  and  areas: 

First,  expand  exports  and  increase  our  capacity  to  earn  foreign  exchange. 

The  open  cities  and  economic  areas  should  foster  the  guiding  ideology  of 
pushing  forward  the  development  of  all  undertakings,  through  the  expansion 
of  exports,  and  concentrate  on  Increasing  export  and  foreign  exchange  earn¬ 
ings.  Only  by  increasing  exports  can  we  Increase  Imports,  and  balance  for¬ 
eign  trade.  Continued  efforts  should  be  made  to  improve  the  quality  of 
export  products,  export  less  raw  materials  and  semi-finished  products,  and 
increase  the  export  of  finished  products  to  earn  more  foreign  exchange. 

Second,  make  good  use  of  foreign  exchange  and  capital,  and  raise  the  level 
of  Imported  technology.  The  open  cities  and  economic  areas  should  attract 
more  capital  from  all  channels,  and  develop  Joint  ventures,  cooperation, 
and  compensation  trade  with  foreign  businessmen.  We  must  make  good  use  of 
the  limited  foreign  exchange  available  to  truly  import  urgently  needed 
advanced  technology,  essential  equipment,  and  fine  breeds,  speed  up  equip¬ 
ment  renewal  in  traditional  industries,  and  vigorously  develop  new  industries. 
Earnest  efforts  should  be  made  to  digest,  assimilate,  improve,  and  transfer 
imported  technology  and  equipment,  and  accelerate  technical  progress.  At  the 
same  time,  we  should  work  hard  to  learn  modern  management  methods. 

Third,  accelerate  the  pace  of  reform  and  raise  the  level  of  management  and 
operations.  The  open  cities  and  economic  areas  should  set  the  pace  in  reform 
and  do  a  good  job  in  both  single-^project  and  overall  reform.  Overcome  the 
present  backward  management  methods,  and  serious  waste  of  personnel,  equip¬ 
ment,  raw  materials,  energy,  and  capital.  Popularize  modern  enterprise  man¬ 
agement  systems  and  continually  Improve  the  quality  of  enterprises  and  work¬ 
ers.  We  must  bring  about  a  big  change  in  guiding  Ideology,  work  methods, 
and  the  rhythm  of  life,  to  meet  the  demands  of  opening  to  the  outside  world 
at  an  early  date. 

Fourth  readjust  the  economic  structure,  and  enhance  our  ability  to  adapt  to 
opening  to  the  outside  world.  Open  cities  and  economic  areas  should  gradually 
shift  the  emphasis  of  their  economic  work  to  trade.  Industry,  and  agriculture, 
in  that  order.  This  requires  a  change  in  our  ideology  from  the  former  order 
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of  aericulture.  industry,  and  trade.  We  must  also  readjust  the  production 
strSure  anr^roducts  composition,  in  line  vlth  the  neds  of  trade.  Industry, 
ind  agriculture.  It  is  necessary  to  reform  the  system  separating  trade  from 
IndusLy  and  agriculture  to  link  up  the  economic  interests  and  operations  of 
trade,  industry,  and  agriculture.  Efforts  should  be  mdde  to  enliven  trade, 
establish  a  service  network  by  centering  on  commerlcal  circulation,  comuni- 
catiohs,  and  transportation,  and  make  production,  procurement,  processing, 
storage,  transportation,  and  marketing  a  coordinated  process  to  meet  the 
needs  of  the  domestic  and  overseas  market. 

Fifth,  pay  Close  attentionto  the  construction  of  basic  facilities,  and  in¬ 
crease  our  appeal  to  foreign  Investors.  Nantong  and  Lianyungang  cities 
should  actively  Implement  the  adopted  plans.  Economic  development  ar 
should  proceed  from  the  actual  conditions,  and  adopt  active,  but  stea  y, 
measures  to  effectively  carry  out  construction.  Suzhou,  Wuxi,  and  Chang¬ 
zhou  cities,  and  the  Zhangjlakou  area  should  J°°®!.j^7ilans. 

mentation,  and  commencement,*’  and,  primarily,  do  a  good  job  ^  g  P  , 

Open  cities  and  economic  areas  should  proceed  from  actual  needs,  develop 
construction  projects  in  energy,  communications,  hotels,  and  scenic  spo  s, 
in  the  order  of  importance  and  urgency,  and  first  build  urgently  needed  facll- 

Itles. 

we  should  integrate  the  prosperity  of  the  open  f  ties  and  °Pf" 

in  the  province  with  the  economic  development  of  the  Suzhou-Wuxi-^angzhou, 

Nanjing-Zhenjiang-Yangzhou,  Nantong-Yangzhou-Yancheng,  ^ 

Lianchens-Yancheng ,  and  other  economic  areas  which  have  already  ^  ^ 

wrshouS  I'tegratlthe  policy  of  opeplng  to  the  ootaldo  f 

ciple  of  "positively  developing  southern  Jiangsu  and  speeding  up  the  develop 

ment  of  northern  Jiangsu";  positively  undertake  internal  and  ^  ‘  1 

heslon  of  the  economic  areas;  vigorously  carry  out  cooperation  with  fraternal 

JtoiSces.  cities,  and  areas;  extensively  carry  out 

Llogy,  talented  personnel,  supplies,  and  information 

full  play  each  other’s  strong  points  and  achieve  common  economic  develop- 
ment. 

III.  Problems  in  the  Current  Economic  Work  That  Must  Be  Solved 
In  order  to  consolidate  and  develop  our  province’s 

promote  continuous,  steady,  and  coordinated  development  b- 

Lonomy,  we  should  persist  in  carrying  out  reform;  solve  old  and 

lerns  in  our  economic  life;  strengthen  macroeconomic  better 

conscientiously  correct  new  unhealthy  tendencies;  and  fulfill  steill 

the  various  tasks  in  this  year’s  economic  work 

to  insuring  proper  speed  in  developing  production 

o?  eJoLmi^ results,  specifically,  we  must  solve  the  following  problems. 

1.  we  must  attach  importance  to  agricultural  development.  Currently  many 
new  situations  and  problems  have  emerged. in  agricultural  pro  u  -  .  ,  . 

“ru  streugrten  our  leadership  over  It.  ^Firat.  »e 

the  concept  of  regarding  agriculture  as  the  foundation.  Agriculture  is 
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component  part  of  the  entire  national  economy,  and  historical  experiences 
have  shown  that  in  order  to  enable  the  entire  economy  to  develop  still  better* 
we  must  have  stable  agriculture,  the  foundation.  Currently,  some  areas, 
where  economic  development  is  relatively  better,  do  not  have  adequate  enthuse 
iasm  for  undertaking  arable  land  cultivation.  This  problem  merits  a  lot  of 
attention  in  the  course  of  readjusting  the  production  structure.  We  should 
strengthen  education  among  the  broad  masses  of  cadres  and  people  so  that  . 
they  will  never  relax  agriculture  at  any  time.  Second,  we  must  strengthen 
guidance  in  readjusting  the  rural  production  structure.  During  the  read¬ 
justment  of  the  production  structure,  we  must  adhere  to  the  principle  'Wver 
relax  grain  production,  positively  develop  diversified  economy  to  maintain 
a  steady  Increase  in  grain  production.  This  year,  because  of  reduced  grain 
acreage  and  abnormal  weather  conditions,  we  should  not  be  optimistic  about  . 
the  situation  in  grain  production.  We  should  make  efforts  to  readjust  the 
variety  of  products,  raise  per-unit  output,  and  enhance  quality  in  order  to 
prevent  sharp  rises  and  falls  in  grain  production.  Third,  we  must  do  a  good 
job  in  supporting  agriculture  and  providing  various  services.  The  development 
of  a  rural  commodity  economy  does  not  belong  exclusively  to  agricultural 
departments  but  requires  the  concern  and  support  of  all  trades  and  profession^. 
The  departments  concerned  should  provide  peasants  with  Information  in  good 
time;  do  a  good  job  in  producing  and  supplying  the  means  of  production;  help 
in  exploring  sales  avenues;  and  perform  various  service  work  well.  For  those 
counties  in  northern  Jiangsu  where  a  relatively  difficult  economic  situation 
still  prevails,  necessary  support  and  help  should  be  given  on  the  basis  of 
their  own  self—relience  to  enable  thein  to  change  their  appearance  as  soon 
as  possible.  According  to  forecasts  of  the  departments  concerned,  this  year 
will  probably  see  big  floods;  therefore,  we  must  make  preparations  for  com¬ 
bating  floods  and  waterlogging  well. 

2.  Raising  economic  results  is  of  primary  Importance  in  industrial  produc¬ 
tion.  In  promoting  Industrial  production  this  year,  we  should  concentrate 
on  raising  social  and  comprehensive  economic  results,  with  products  the  state 
and  people  need.  In  the  first  3  months  of  this  year,  the  industrial  output 
value  of  local  state  enterprises  rose  by  19  percent,  but  production  invest¬ 
ment  rose  by  23  percent.  Costs  of  comparable  products  rose,  and  the  deficit 
of  various  enterprises  increased.  Therefore,  we  must  pay  attention  to  rais¬ 
ing  economic  results. 

First,  we  must  vigorously  develop  production  of  consumer  goods.  In  order  to 
solve  the  problem  of  the  Increase  in  demand,  and  the  excessive  amount  pf 
currency  in  circulation  since  the  last  quarter  of  1984,  we  must  continue  to 
Implement  the  principle  of  "six  priorities,"  namely  those  of  energy  and  raw 
material  supply,  technical  transformation,  captlal  construction,  bank  loans, 
foreign  exchange,  and  communications  and  transportation,  increasing  produc¬ 
tion  of  well-known  brands  of  good  quality,  easily  sold,  and  reasonably  priced, 
consumer  goods.  Earlier,  the  provincial  people’s  government  had  made  arrange¬ 
ments  for  giving  six  priorities  to  producing  those  consumer  goods.  We  must 
now  further  grasp  the  implementation  of  this  principle. 
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second,  we  must  greatly  raise  the  quality  of  products.  Jn 

production,  a  problem  worth  noticing  is  that,  owing  to  the;  large  demand  for 
many  products,  some  enterprises  and  localities  are  still  ppoducing  ou  mo^e 
equipment  and  obsolescent  products.  As  a  result,  the  ^ 

including  that  of  some  well-known  brands,  has  been  somewhat  lowered .  Govern 
ments  at^arious  levels,  and  economic  departments,  must  give  them  correct 
SLc^  Ld  adjust  the  situation  through  loans,  taxes,  and  other  economic 
means.  Similarly,  it  is  necessary  to. use  administrative  and  legal  methods  to 
stren^thL  qualit;  control.  While  developing  village  and  town  enterprises 
we  must  try  hard  to  raise  their  level  of  production.  Cities  must  not  tran, 
fer  outmoded  equipment  and  obsolescent  products  to  village 

prises.  On  the  other  hand,  village  and  town  enterprises  must  not  blindly, 
produce  outmoded  equipment  and  obsolescent  products.  . 

Third,  we  should  raise  enterprises’  absorption  capability.  The  enterprises’ 
Increase  in  production  costs,  as  a  result  of  the  adjustment  of  prices  o^ 
various-. things  related  to  production,  should  be  absorbed  by  the  enterprise  , 
mainly  through  Improved  management,  reduction  in  consumption,  , and  increas 
iSor  produc?ivltJ.  In  other  words,  we  should  tap  the  potential  of  various 
enterprises  to  absorb  the  increase  of  production  costs,  to  make  greater  con 
tributlons  to  the  state,  and  benefit  staff  members  and  workers. 

In  short,  various  economic  departments  and  enterprises  should  analyze  cur- 
cS^grs  in  economic  activity,  dlacovet  the  key  ‘o  noising  acono,jc  re- 
suits,  and  adopt  practical  and  effective  measures  to  raise  economic  results 

to  a  desired  level. 

we  should  also  pay  attention  to  the  integration  nf 
with  improving  the  environment  and  increasing  the  social  benefit . 
strengtLnlng  the  work,  of  eliminating  old  pollution,  we  should  ^ 

the  policy  of  "three  same  times"  in  new  building,  expansion,  and  rebuil  mg 

projects,  which  may  cause  new  pollution  (namely,  ^^thtul  dlnrih^main 

Lvlronmental  pollution  should  be  done 

nroiect  during  the  period  of  design,  construction,  and  operation) .  purrentiy, 
in  Lveloping  village  and  town  enterprises,  we  should  guard ^against  the 
emergence^of^new,  of  shifting,  pollution.  We  should  effectively  protect  the 

ecology  of  agricultural  production.  In  the  work  of  promoting  ©nvironme^ 
protection,  we  should  work  in  a  practical  way  each  year  to  solve  practical 

problems. 

It  is  Imperative  to  conform  to  macroeconomic  control .  In  view  o,f  cur- 
r;nt^^  eLrXg  coiiditlonsand  problems,  the  State  Co„«ll  baa  adopted,  or  ae 

adopting  a  number  of  measures  to  strengthen  macroeconomic,  control,  ,.beglnn^  g 

flS  curbing  consumption  and  investment.  This  is 

must  consciously  comply  with  the  state’s  f 

sure  that,  in  minor  aspects,  we  are  as  open  and  .flexible  as  possible,  an 

in  raaior  aspects  we  exercise  control.  In  current  macroeconomic  control, 

first^  we  mLt  strictly  control  the  scope  of  investment  in  fixed  assets,  in 

particular  control  of  extra-budget  Investment  and  nonproductive  construe- 

UonTroJe^r  we  aiuat  see  to  It  that  llmted  fooda  are  o sad  , on  approved 
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technical  renovations.  In  principle,  no  more  new  construction  projects  will 
be  started,  and  those  already  approved  will  be  re-examined.  Priority  should 
be  given  to  winding-up  items  of  those  projects  which  produce  readily  market¬ 
able  goods  and  yield  better  economic  results.  Overlapping  and  blind  construc¬ 
tion  projects  must  be  forbidden.  Second,  consumption  funds  must  be  put  under 
strict  control,  lest  they  increase  too  rapidly.  Wages  payment  must  be  done 
strictly  according  to  the  state's  regulations,  and  unauthorized  Issuance  of 
wages,  bonuses,  and  allowances  must  be  rectified.  Third,  credit  and  loan 
funds  must  be  put  under  tight  control,  so  as  not  to  exceed  the  planned 
quotas  the  state  has  assigned  to  our  province.  These  quotas  must  never  be 
exceeded.  Banks  should  take  good  care  of  this  matter,  collect  loan  payments 
on  time,  and  do  a  good  job  in  assessing,  and  granting,  loans.  The  finance, 
auditing,  taxation,  customs,  price,  statistics,  and  Industry  and  commerce 
administration  departments  must  all  carefully  carry  out  their  duties,  and 
earnestly  implement  the  related  regulations  of  the  party  Central  Committee 
and  the  State  Council,  to  insure  the  implementation  of  the  various  macro- 
economic  control  measures. 

4.  It  is  imperative  to  strengthen  control  over  the  market  and  prices.  The 
more  we  Invigorate  our  economy,  the  more  necessary  the  strengthened  control. 
Some  time  ago,  a  few  enterprises,  service  institutions,  and  Individuals 
raised  prices  at  will,  under  the  name  of  reform;  or  bought  major  means  of 
production,  or  durable  consumption  goods,  at  regular  prices  and  sold  them 
higher;  or  illegally  rigged  prices  of  dally  necessities  and  nonstaple  foods 
in  short  supply;  or  passed  off  ordinary  products  as  new,  or  changed  brands, 
effecting  disguised  price  hikes.  Some  evaded  the  state's  transfer  and  pur¬ 
chase  plans,  and  marketed  their  products  by  themselves  at  higher  prices.  A 
number  of  service  trades  also  raised  their  fees.  This  has  evoked  the  peo¬ 
ple's  discontent.  Should  we  not  firmly  correct  this  situation,  the  market 
prices  would  become  chaotic,  the  social  and  economic  order  would  be  under¬ 
mined,  the  interests  of  the  state  and  the  people  would  be  damaged,  and  the 
smooth  progress  of  economic  restructure  hindered.  While  invigorating  the 
economy,  we  must  energetically  strengthen  control  and  supervision  of  market 
prices,  and  firmly  put  an  end  to  the  evil  tendency  of  unauthorized  price 
hikes.  Limits  of  authority  of  price  administration  at  different  levels  must 
be  strictly  observed.  Exceeding  these  limits  to  set  prices  is  not  allowed. 
State-run  commercial . departments  should  give  full  play  to  their  role  as  the 
main  channel  by  Insuring  adequate  supply  of  necessary  commodities  for  active 
market  regulation  and  price  stabilization.  All  commercial  units  must  be  held 
responsible  to  the  market.  They  all  have  the  obligation  to  Insure  supply  to 
the  market,  and  stabilize  market  prices.  Departments  in  charge  of  commerce 
should  grasp  the  whole  situation,  conduct  research  into  markqt  prices,  and 
formulate  corresponding  measures  to  Insure  the  basic  stability  of  the  market, 
and  avoidance  of  drastic  fluctuation. 

5.  It  is  imperative  to  improve  Import  and  export  work.  Due  to  fluctuation 
in  the  price  of  many  export  commodities  at  home  and  abroad j  an  outstanding 
problem  has  now  emerged,  where  commodities  are  scrambled  by  exporters  and 
domestic  commercial  units.  The  export  plan  for  the  first  quarter  was  not 
satisfactorily  fulfilled,  and  efforts  have  to  be  made  to  correct  this  situa¬ 
tion.  We  must  concentrate  our  strength  on  the  export  task,  strive  to 
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improve  our  product  quality,  deliver  goods  on  time,  stabilize  export  chan¬ 
nels.  and  fulfill  the  foreign  trade  plan.  We  must  Improve  <the  survey  of 
the  international  market  to  grasp  market  information,  through  governmen 
units  and  companies  stationed  abroad.  Regarding  commodities  in  short  supply 
we  have  to  take  care  of  both  foreign  and  domestic  trade.  We  should  be  ^ 
tight  on  supplies  for  our  province  to  support  exports,  satisfying  export^ 
needs  first.  We  must  be  associated,  and  unified,  on  exports,  and  strict  y 
prohibit  the  offering  of  higher  prices  to  scramble  imports  and  slash  export 
prices.  In  view  of  the  limited  foreign  exchange  ceiling,  foreign  exchange 
should  chiefly  be  used  on  what  helps  Increase  exports  and  foreign  exchange 
earnings,  and  on  major  technical  renovations  yielding  results,  and  help  ^ 
increase  efficiency  and  production  capacity. ..  We  should  import  goods  with 
specific  purpose,  in  a  planned  way,  importing  an  item  when  the  plan  for 
importing  it  is  well  made.  The  past  practice  of  pointlessly  importing  large 
numbers  of  items  must  be  done  away  with.  It  is  necessary  to  strictly  control 

overlapped  imports. 

6.  We  must  energetically  develop  tertiary  industry.  To  accelerate  its  de¬ 
velopment  will  promote  the  commodity  economy,  and  convenience  the  people  s 
livelihood.  According  to  statistics,  the  output  value  of  tertiary  industry 
in  our  province  accoutns  for  only  18  percent  of  our  grassroots  domestic  prod- 
uect,  and  tertiary  Industry  workers  account  for  only  11.8  percent  of  the 
total  in  this  province.  Even  in  cities,  tertiary  Industry  wor^rs  accovrit 
for  only  28.04  percent  of  the  total  number  of  urban  workers.  This  shows  that 
our  tertiary  Industry  is  still  a  very  weak  link,  not  commensurate 
economic  and  social  development,  and  the  Improvement  of  the  people  s  material 
and  cultural  life.  With  the  development  of  material  production,  we  ™uat 
actively  develop  tertiary  industry.  Increase  its  work  force,  and  gradually 
rationalize  the  production  structure.  Tertiary  Industry  may  be  departmental¬ 
ized  into  circulation  and  service.  Specifically  speaking,  it  inclu  es  tans 
port,  posts  and  telecommunications,  commerce,  the  catering  traie,  material 
supply!  marketing  and. storage,  housing  management,  public  utilities  ®anage- 
ment  Ld  resident  service,  public  health,  physical  culture  and  Bocialjel- 
fare,  education,  culture  and  art,  scientific  research 

technology,  banking  and  insurance,  state  organs,  and  politlca,!  party  and  ^ 
mass  organizations.  Currently,  we  need  to  energetically  develop  transport, 
and  the  postal  and  telecommunications  service.  In  our 
transport  and  backward  postal  and  telecommunications 

our  economic  development,  and  our  opening  to  the  outside  world.  We  « 
bring  into  play  initiative  from  all  quarters,  take  advantage  of  the  superior 
featLes  of  our  water  transport,  and  gradually  build  a  water-land  transport 
network.  We  should  stress  development  of  postal  and  telecommunications  ser 
vices  in  open  cities  and  economic  development  zones,  strive  to  improve  tele¬ 
communications  facilities,  increase  telecommunications 

Improve  their  service  quality,  and  raise  their  technological  level.  ^We 
should  Mke  great  efforts  to  develop  coterce  and  ^ 

good  Job  In  offering  storage,  freezing.  Information,  and  consultancy  aer 
vices  A  great  deal  of  work  has  to  be  done  to  develop  tertiary  industry. 
wrsb;uld  falsi  the  social  status  of  tertiary  Industry  -rkers  In  aU  re- 
spects,  and  show  concern  for  their  work  and  life.  We  should  formulate 
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excellent  plans,  and  ease  policy  restrictions.  In  order  to  accelerate 
development  b£  tertiary  industry,  efforts  must  be  made  by  the  state,  the 
collectives,  and  individuals  simultaneously,  and  we  should  develop  both  the 
traditional  and  ttdw  trades,  and  offer  productive  and  livelihood  services, 
in  both  urban  and  rural  Sreas. 

Fellow  deputies  ,  we  must  attach  importance  to  the  building  of  socialist 
spiritual  civilization,  while  stepping  up  the  building  of  socialist  material 
civilization.  Socialist  economic  development  and  reform,  and  the  policy  of 
opening  to  the  outside  world  have  set  new,  and, higher,  demands  for  building 
spiritual  civilization.  Governments  at  all  levels  should  seriously  study 
the  question  of  hbw  to  step  up  the  building  of  spiritual  civilization  under 
new  cirbumstances.  New,  unhealthy  practices  emerged  in  the  preceding  period. 

They  included  indiscriminate  issuance  of  bonuses,  both  in  cash  and  kind, 

and  allowances;  wantonly  raising  prices  to  grab  exorbitant  profits;  using 
power  to  buy  and  resell  materials  in  short  supply;  using  public  funds  to 
entertain  guests  and  give  gifts;  and  giving,  or  taking,  bribes.  The  new 
unhealthy  practices  not  only  mar  the  reputation  of  reform  and  obstruct  its 
proceeding  smoothly  .  They  also  undermine  thel  building  of  socialist  material 
and  spiritual  civilizations .  We  must  resolutely  implement  the  provisions 
issued  by  the  party  Central  Committee  and  the  State  Council  on  stopping  the 
new,  unhealthy  practices,  improve  auditing  work,  strictly  enforce  political, 
financial  and  economic  discipline  and  the  law,  resolutely  stop  unhealthy 
practice,  and  ensure  that  all  orders  are  obeyed,  and  all  banned  practices 
cease.  At  the  same  time,  we  should  uphold  the  four  cardinal  principles, 
strengthen  education  in  lofty  ideals,  morality,  culture,  discipline,  and  the 
legal  system,  and  advocate  the  social  ethics  of  loving  the  motherland,  the 
people,  work,  science,  and  socialism.  We  should  carry  forward  the  fine  tradi¬ 
tions  of  building  up  the  country  through  thrift  and  hard  work,  and  improve 
our  management  of  socialist  cultural  life.  We  should  make  people  conscien¬ 
tiously  resist  corruption  by  capitalist,  feudalist,  and  other  decadent 
Ideologies,  and  become  persons  with  lofty  ideals,  moral  integrity,  education, 
and  a  sense  of  discipline.  We  should  create  a  stable,  united,  highly  dis¬ 
ciplined,  and  good  social  environment,  and  ensure  the  smooth  proceeding  of 
Socialist  constructibn. 

Follow  deputies:  '  ' 

This  year,  our  province  has  very  arduous  tasks  in  developing  production, 
improving  economic  efficiency,  carrying  out  structural  reform.  Opening  to 
the  outside  world,  effecting  macroeconomic  management, , invigorating  the 
economy,  and  stepping  up  the  building  of  a  socialist  spiritual  civilization. 
We  must  persistently  seek  truth  from  facts,  and  consider  reality  in  every¬ 
thing,  We  should  constantly  go  to  the  grassroots  level,  do  a  good  job  in 
investigation  and  study,  know  new  situations,  sum  up  new  experiences,  and 
solve  new  problems.  We  should  firmly  shift  the  stress  of  our  work,  to  serving 
grassroots  units  and  enterprises,  do  all  work  soundly,  in  a  still 
way,  be  modest  and  prudent,  guard  against  arrogance  and  rashness,  fultili 


this  year's  economic  plan  comprehensively,  and  strive  to  create  a  new  situa¬ 
tion  in  our  economic  work.  We  are  convinced  that,  as  long  as  the  people  in  ■ 
our  province  are  united  as  one,  make  concerted  efforts,  and  ^°'^’^®Seously  ^ 
adva^e  on  the  objective  set  by  the  12th  CPC  National  Congress,  they  can  surely 
further  consolidate,  and  enhance,  our  excellent  economic  situation,  with  a 
second  victory  in  the  campaign  to  score  outstanding  economic  achievements 
over  7  successive  years,  and  make  new  contributions  to  Jiangsu  s  economic 
development,  and  to  China's  socialist  modernization. 
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PROVINCIAL  AFFAIRS 


HEBEI:  XING  CHONGZHI'S  REPORT  AT  CPC  CONGRESS 

SK131500  Shijiazhuang  HEBEI  RIBAO  in  Chinese  31  May  85  pp  1-3 

[A  report  of  Xing  Chongzhi,  secretary  of  the  Hebei  Provincial  CPC  Committee, 
entitled,  "Be  United  and  Fight  for  the  Construction  of  Hebei's  Socialist 
Modernization"  delivered  at  the  Third  Hebei  Provincial  CPC  Congress  on 
24  May  1985] 

[Text]  Comrades: 

The  Second  Hebei  Provincial  CPC  Congress  was  held  in  May  1971.  The  leading 
body  of  the  provincial  CPC  Committee  was  not  partially  readjusted  until 
June  1982.  Relevant  documents  of  the  central  authority  have  made  conclu¬ 
sions  on  the  work,  problems,  experiences  and  lessons  within  these  11  years. 
This  congress  will  sum  up  the  work  done  since  June  1982  and  discuss  and  de¬ 
fine  pioneering  tasks  for  the  future.  Now,  I,  on  behalf  of  the  provincial 
CPC  Committee,  will  deliver  a  report  to  the  congress  for  discussions. 

1.  Review  of  the  work  in  the  past  3  years  and  new  tasks  ahead  of  us. 

After  partially  readjusting  the  core  of  the  leadership  of  the  provincial  CPC 
Committee  in  June  1982  and,  in  particular,  after  organizing  the  new  leading 
body  of  the  provincial  CPC  Committee  in  March  1983,  an  important  turn  has 
been  taken  in  the  whole  work  and  the  situation  has  basically  changed  thanks 
to  the  concerted  efforts  of  the  party  organizations  at  all  levels,  all  party 
members,  and  the  people  of  the  whole  province. 

A  political  situation  in  which  unity  and  stability  go  hand  in  hand  emerged 
in  the  province  and  the  province  really  turned  the  focus  of  work  onto  the 
path  of  concentrating  on  the  economic  construction.  The  10-year  Internal 
disorder  seriously  damaged  the  unity  between  our  province's  party  organiza¬ 
tions  and  the  province  failed  to  conscientiously  implement  the  central  author 
ity's  instructions  in  the  period  after  the  3d  Plenum  of  the  11th  CPC  Central 
Committee.  So  some  cadres  and,  in  particular,  some  leading  organs  were  in 
the  state  of  unstability  before  the  partial  readjustment  of  the  leading  body 
of  the  provincial  CPC  Committee.  This  affected  the  smooth  shift  in  the 
stress  of  the  party's  work.  In  accordance  with  the  guidelines  of  the 
Instructions  of  the  central  authority  and  in  order  to  go  with  the  needs  of 
the  broad  masses  of  the  people  in  and  outside  the  party ,  the  provincial  CPC 
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Committee.  This  affected  the  smooth  shift  in  the  stress  of  the  party’s  work. 

In  accordance  with  the  guidelines  of  the  instructions  of  the  central  author- 
ity  and  in  order  to  go  with  the  needs  of  the  broad  masses  of  the  people  in 
and  outside  the  party,  the  provincial  CPC  Committee  paid  prime  attention  to 
the  most  important  issues  on  promoting  a  united  and  stable  situation  and 
really  shifting  the  focus  of  work.  Leading  cadres  at  all  levels  are  encour¬ 
aged  to  conscientiously  attend  to  unite  with  the  great  majority  of  the 
cadres  and  people,  to  unite  with  the  great  majority  but  not  to  engage  in 
cliquism.  Considering  the  discussions  on  ideological  differences,  we  should 
take  the  central  authority's  principles  and  policies  as  a  criterion  for 
judging  truth  from  falsehood  and  adopt  a  method  of  emphatically  summing  up 
our  own  experiences  and  lessons  on  the  premise  of  bringing  advantages  to 
the  current  work.  Leaders  at  the  provincial,  prefectural,  and  county  levels 
are  urged  to  have  faith  in  and  support  one  another.  We  should  resolutely 
resist  and  strictly  handle  those  who  violate  the  central  authority  s  gui  e 
lines,  party  discipline,  and  state  law.  In  line  with  the  demands  of  the  pro¬ 
vincial  CPC  Committee,  the  CPC  committees  at  all  levels  should  thoroughly  _ 
conduct  the  unity  between  the  broad  masses  of  cadres;  commend  those  who  handle 
affairs  in  line  with  the  guidelines  of  the  third  plenum,  persist  in  the 
principles  and  are  brave  in  facing  difficulties;  criticize  and  dismiss  those 
who  handle  affairs  not  in  line  with  the  party's  policies  and  advocate  evil¬ 
doers  and  evil  deeds;  and  expose  and  criticize  those  who  persist  in  faction¬ 
alism  and  the  words  and  deeds  in  violation  of  unity.  We  should  conscientiously 
eliminate  the  "three  types  of  persons"  hidden  in  the  party  and,  especially, 
in  leading  bodies.  At  the  same  time,  we  should  continue  to  handle  the  prob¬ 
lems  left  down  by  the  history  and  further  Implement  the  policies.  By  so 
doing  we  can  gradually  eliminate  the  ideological  differences  and  misunder¬ 
standing  of  the  ranks  of  cadres  formed  in  the  past,  encourage  healthy  trends, 
shake  evil  practices,  and  stabilize  the  situation  continuously. 

While  vigorously  creating  the  situation  of  stability  and  unity,  we  have  led 
the  people  to  concentrate  efforts  to  deal  with  the  major  problems  cropping 
up  in  the  program  of  building  the  four  modernizations  and  persistently  regarded 
whether  or  not  the  economic  work  has  been  done  well  and  the  people  have  be¬ 
come  wealthy  in  the  shortest  time  as  an  important  yardstick  in  measuring 
the  fact  whether  or  not  the  party  and  government  leadership  at  all  levels 
have  been  suitable  to  their  posts.  The  provincial  people's  government, 
the  prefectural  administrative  offices,  and  the  county  people  s  governments 
have  totally  separted  their  party  work  from  that  of  the  government  so  that 
they  can  strengthen  the  function  of  government  organs  in  managing  the  economy 
and  the  construction  of  the  party's  ideology,  organizations,  and  work  sty  e 
in  order  to  ensure  the  smooth  progress  of  building  the  f our  moderizations . 
Meanwhile,  the  party  committees  at  all  levels  have  exerted  all-out  efforts 
to  take  charge  of  the  situation  as  a  whole  and  to  exercise  overall  leader 
ship  over  economic  work.  To  encourage  the  broad  masses  of  cadres  to  stu  y 
the  knowledge  of  economic  theory  and  management  and  to  pay  attention  to  adopt¬ 
ing  the  method  of  integrating  theory  with  practice,  we  have  stressed  that 
efforts  should  be  made  to  sum  up  both  positive  and  negative  experiences 
so  as  to  learn  from  them.  On  the  basis  of  the  data  accumulated  in  investi¬ 
gation  and  studies,  the  provincial  CPC  ccommittee  has  successively  adopted  a 
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series  of  policies  put  forward  guiding  suggestions  to  bring  into  play 
the  local  strong  points  in  order  to  develop  the  diversified  economy;  -develop 
middle-  and  small-sized  enterprises  in  order  to  enable  responsibility  sys¬ 
tems  to  achieve  lateral  and  vertical  development ;  vigorously  develop  the 
commodity  economy  in  rural  areas  in  order  to  help  poor  and  mountainous  areas 
change  their  outlook;  master  financial  affairs  in  order  to  reinforce  the  - 
work  of  tax  revenues;  hold  mass  discussions  on  the  strategy  of  developing 
the  economy,  science,  and  technology  and  of  promoting  social  development; 
divide  the  province  into  economic  areas  in  order  to  conduct  classified  guid¬ 
ance;  and  develop  the  undertakings  of  science,  education,  and  culture.  The 
party  committees,  the  people's  governments,  and  the  broad  masses  of  cadres  j 
at  all  levels  have  scored  marked  achievements  in  studying  and  dealing  with 
the  new  problems  cropping  up  in  economic  and  cultural  construction  by  bear¬ 
ing  in  their  minds  the  actual  situation.  Along  with  the  shift  of  work  em¬ 
phasis,  the  province  has  made  an  important  stride  in  doing  away  with  the 
standstill  situation  in  economic  construction. 


We  have  earnestly  readjusted  the  leading  bodies  at  all  levels  and  vigorously, 
grasped  the  consolidation  and  construction  of  the  leading  organs.  During 
the  period  from  the  winter  of  1982  to  the  autumn  of  1983,  we  spent  1  year  ;  , 
on  conducting  reforms  among  the  units  under  the  party  and  government  organs 
at  or  above  the  country  level  and  readjusting  the  leading  bodies,  resulting 
in  a  higher  standard  of  the  leading  bodies  to  be  filled  with  revolutionaries 
and  younger  staffers  who  have  cultural  and  specialized  knowledge.  Meanxdiile, 
by  integrating  the  work  with  the  task  of  consolidating  enterprises,  etabr 
lishments,  and  units  and  of  conducting  reforms  in  the  political  system  at 
grassroots  levels  in  rural  areas,  we  have  also  generally  readjusted  the 
leading  bodies  of  the  units  at  all  levels  on  the  economic  and  cultural  fronts 
and  of  the  basic  Organizations  in  rural  areas.  In  conducting  this  work,  the 
party  committees  at  all  levels  have  exerted  all-out  efforts  to  overcome  the 
"leftist"  influence,  recruited  a  large  number  of  middle-aged-and-young  cadres 
into  the  leading  bodies  in  line  with  the  viewpoint  of  employing  cadres  in  •’ 
the  new  historical  period,  and  have  actively  enhanced  the  construction  of  the 
third  echelon.  After  entering  the  leading  bodies,  these  younger  cadres  have 
rapidly  mastered  and  have  fully  displayed  their  talents  in  their  works.  The 
broad  masses  of  veteran  cadres  have  made  positive  contribution  to  fostering 
cooperation  between  old  cadres  and  the  new  and  replacing  old  cadres  with  the 
new  by  actively  recommending  talented  personnel  and  giving  their  leading  posts 
to  them. 

At  the  same  time,  we  have  strengthened  the  construction  of  ideology  and  work 
style  among  the  leading  organs  at  all  levels  and  in  the  cadres'  rank. 
issuing  the  call  of  "heightening  our  spirit  in  order  to  make  Hebei  Province 
prosperous,"  the  provincial  CPC  Committee  has  gradually  established  the 
system  of  personal  responsibility  by  starting  its  work  from  strictly  enforc¬ 
ing  the  discipline  and  consolidating  the  "headquarters"  of  the  leading  organs 
and  straightening  out  ideology  and  workstyle  among  cadres.  The  provincial 
CPC  Committee  has  also  somewhat  Improved  its  practice  in  writing  documents  , 
and  convening  meetings  and  has  delved  into  reality  to  carry  out  investigation 
and  study,  to  focus  its  work  on  grassroots  units,  and  to  bring  abotit  good 
morale  of  serving  the  masses.  To  gradually  modernize  leadership,  we  hav^ 
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established  the  system  of  information  feedback  in  order  to  bring  about  marked 
improvement  in  the  only  source  of  information,  the  insensitive  reflection  of 
information,  and  the  "interruption"  of  information  spreading.  We  have  also 
strengthened  the  construction  of  "brain  trust”  and  established  research 
institutes  among  the  departments  at  all  levels,  resulting  in  the  enhancement 
of  scientific  nature  in  leading  policy  decisions.  At  present,  the  leading 
organs  and  cadres’  rank  at  all  levels  have  greatly  enhanced  their  combat 
power  and  obviously  upgraded  their  work  efficiency. 


The  vigorous  development  of  reforms  in  various  fields  led  to  a  new  situation 
in  various  construction  undertakings.  Since  the  12th  CPC  Congress,  the  pro 
vincial  CPC  committee  an'd  CPC  committees  at  all  levels  have  followed  the 
guidelines  of  the  congre'ss>  and  regarded  the  reform  and  the  building  of 
Chinese-type  socialism  as  the  basic  ideology  for  guiding  various  items  of 
work.  In  particular,  the  province  and  various  prefectures  and  cities  carrxed 
out  a  series  of  reforms  in  1984,  centering  on  the  work  of  Opening  to  the 
outside,  simplifying  the  administrative  procedures,  and  delegating  powers  to 
lower  levels.  Following  the  comprehensive  introduction  of  the  system  of 
contracted  responsibilities  on  the  household  basis  with  remuneration  linked 
to  output,  in  rural  areas  we  are,  in  line  with  the  policy  decisions  of  the 
CPC  Central  Committee,  gradually  expanding  the  scale  Of  market  regulation, 
promoting  the  readjustment  of  the  Industrial  structure,  and  making  the  rural 
economy  move  towards  specialization,  large-scale  commodity  production,  and 
modernization.  At  present,  a  large  number  of  specialized  households, eco¬ 
nomic  associations,  specialized  villages,  and  specialized  markets^have 
emerged  across  the  province,  about  one  fourth  of  labor  force  has  from 

the  farming  work  to  engage  in  other  Industries,  and  town- and  township-run 
enterprises  have  become  a  mainstay  of  the  rural  economy.  In  urban  areas, 
we  have  emphatically  substituted  taxes  for  delivery  of  profits  among  state- 
run  enterprises,  reformed  the  structure  of  collective-run  enterprises,  and 
small  and  medium-sized  enterprises,  and  also  reformed  the  construction  an 
circulation  systems.  After  the  promulgation  of  the  "Decision  on  Reforming 
the  Economic  Structure"  by  the  3d  Plenary  Session  of  the  12th  CPC  Central 
Committee,  in  line  with  the  guidelines  of  this  decision,  and  on  the  basis  of 
summing  up  experience,  we  have  raised  taeasures  to  invigorate  large  and  me  lum- 
sized  enterprises  and  promote  the  comprehensive  reform  of  the  urban  economic 
structure.  We  have  also  made  new  progress  in  reform  of  the  political  and 
legal,  scientific  and  technical,  educational,  cultural,  public  health,  and 
sports  work.  The  initial  reform  of  the  educational  system  of  rural  primary 
and  middle  schools  has  Improved  the  conditions  for  running  schools,  raised 
the  quality  of  the  teacher  ranks,  improved  the  teachers'  remuneration,  an 
gradually  improved  the  educational  quality.  In  addition,  running  schoo  s 
through  various  channels  has  enllved  the  training  of  competent  people.  ^The 
provincial  CPC  committee’s  suggestions  for  reforming  the  ideological  and 
educational  work  have'  strengthened  the  work  on  the  ideological  front. 

Further  progress  has  been  made  in  the  "five-stress,  four^beauty,^ and  three- 
ardent  love  compalgn,"  the  "army-civilian  joint  activity,"  and  the  activity 
of  "depending  on  one’s  own  efforts  to  build  civilized  units. 
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The  above-mentioned  reforms  have  been  carried  out  together  with  party  recti¬ 
fication.  The  first-stage  party  rectification  concluded,  and  the  second- 
stage  party  rectification  is  under  way.  Through  party  rectification,  the 
large  number  of  party  members  have  raised  their  consciousness  in  maintain¬ 
ing  a  high  degree  of  political  unanimity  with  the  CPC  Central  Committee, 
have  straightened  out  the  professional  guidance  ideology,  and  have  strength¬ 
ened  their  sense  of  abiding  by  the  organizational  discipline.  a  result, 

unhealthy  trends  have  been  corrected  to  some  extent.  Party  rectification 
has  promoted  the  reform.  The  further  elimination  of  "leftist"  and  outmoded 
ideas,  the  summing  up  of  both  positive  and  negative  experiences,  and  the 
practice  of  sending  the  people  to  other  places  for  visit  and  study  have 
enabled  the  large  number  of  cadres  to  further  emancipate  their  mind,  be  brave 
in  carrying  out  reforms  and  making  progress,  and  enhance  their  consciousness 
in  "discussing  major  events,  understanding  the  whole  situation,  and  managing 
their  own  affairs  well,"  thus  vigorously  promoting  the  development  of  various 
reforms. 

The  current  political  and  economic  situation  of  our  province  is  very  good. 

The  provincial  political  unity  and  stability  are  more  consolidated.  The 
party  style  and  social  atmosphere  have  been  improved  remarkably;  the  peo¬ 
ple's  mental  outlook  has  changed  profoundly;  and  their  revolutionary  enthu^ 
lasm  in  making  contributions  to  vitalizing  China  and  Hebei  has  run  high.  The 
entire  economic  structure  reform  focusing  on  the  urban  areas  is  now  develop¬ 
ing  soundly  and  stably.  The  national  economy  embarked  on  the  path  of 
substained,  steady,  and  coordinated  development.  Some  of  the  targets  set 
in  the  Sixth  5-year  Plan  had  been  fulfilled  or  overfulfilled  1  year  ahead 
of  schedule  and  we  saw  gradual  improvement  in  the  financial  and  economic 
situation.  All  undertakings,  including  education,  science,  technology,  ^ 
literature  and  arts,  press  and  publication,  radio  and  television,  and  public 
healty  and  sports,  developed  at  varying  degrees.  Over  the  past  3  years, 
our  province  saw  successive  increases  in  industrial  and  agricultural  pro  uc- 
t ion  and  in  financial  revenue.  The  economic  results  were  better  than  that 
of  the  past  few  years.  The  total  output  value  of  society  in  1984  reached 
59.99  billion  yuan  (calculated  in  terms  of  the  present  prices),  an  increase 
of  40.4  percent  over  1981,  or  an  average  annual  increase  of  12  percent. 

The  total  industrial  and  agricultural  output  value  in  1984  reached  47.69 
billion  yuan  (calculated  in  terms  of  the  constant  prices  in  1980),  an  in¬ 
crease  of  42  percent  over  1981,  or  an  average  annual  increase  of  12.4  per¬ 
cent.  The  financial  revenue  rose  from  3.08  billion  yuan  in  1981  to  3.91 
billion  yuan  in  1984,  an  increase  of  26.8  percent. 

We  saw  a  substained  economic  development  after  entering ^1985. 
quatter  of  this  year,  the  province's  industrial  productionincreaSed  by  21.9 
percent  and  financial  revenue,  7  percent  over  the  corresponding  period  of 
1984.  Along  With  the  development  of  production,  the  living  standards  of  the 
urban  and  rural  people  improved  remarkably .  Such  an  excellent  situation 
helped  develop  a  bright  future  of  economic  prosperity  and  enable  the  people 
to  become  wealthy. 
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The  changes  made  In  the  past  3  years  proved  that  the  series  of  principles 
and  policies  defined  since  the  3d  Plenary  Session  of  the  11th  CPC  Central 
Committee  are  absolutely  correct,  the  party  organizations  in  Hebei  Province 
have  glorious  traditions  and  combat  strength,  the  broad  masses  of  cadres  in 
Hebei  Province  are  hardworking  and  promising,  and  the  enthusiasm  of  the  Hebei 
people  in  the  four  modernizations  construction  is  high.  We  attributed  such 
an  excellent  situation  to  the  correct  policies  of  the  central  authorities, 
the  hard  work  of  the  masses  inside  and  outside  the  party,  and  the  strenuous 
efforts  of  the  broad  masses  of  cadres.  We  should  treasure  this  excellent 
situation  and  bear  in  mind  the  precious  experience  which  helped  us  to  achieve 
the  excellent  situation.  The  party  committees  at  all  levels,  and  all  party 
members  hould  apply  the  following  three  experiences  to  our  future  work. 

First,  we  should  resolutely  unite  the  line,  principles,  and  policies  of  the 
CPC  Central  Committee  with  the  ideology  of  the  party  members  and  cadres  and 
realistically  achieve  Ideology  of  the  party  members  and  cadres  and  realis¬ 
tically  achieve  ideological  and  political  unity  with  the  CPC  Central  Com¬ 
mittee.  This  are  the  fundamental  guarantees  for  creating  a  new  situation 
in  all  spheres  of  work.  To  maintain  great  unity  with  the  central  authori¬ 
ties,  we  should  adhere  to  the  Ideological  line  of  proceeding  from  reality 
in  doing  everything,  integrating  theory  with  practice,  seeking  truth  from 
facts,  and  testing  and  developing  the  truth  in  the  course  of  practice.  We 
should  creatively  Implement  the  directives  of  the  central . authorities ,  study 
and  discuss  the  existing  problems  in  close  connection  with  the  local  actual 
situations,  and  enable  all  spheres  of  work  to  advance  along  a  correct  path. 

Second,  we  should  firmly  trust  and  rely  on  the  majority  of  cadres  and  achieve 
great  unity  among  the  cadre  ranks.  This  is  the  key  to  consolidating  and 
developing  a  political  situation>of  stability  and  unity.  To  unite  with  cadres, 
first  of  all,  we  must  understand  them  correctly.  The  majority  of  cadres  in 
our  province  are  good  or  comparatively  good.  They  have  the  strong  desire  to 
work  in  unison  in  creating  a  new  situation.  As  long  as  our  leaders  at  all 
levels  adhere  to  the  principle  of  "uniting  as  one  and  looking  forward,"  and 
persist  in  eliminating  the  factious  interferences,  we  can  unite  with  the 
majority  of  cadres,  promote  a  great  unity  among  thepeople  of  various  national¬ 
ities,  and  fulfill  the  general  task  for  the  new  period  with  concerted  efforts. 

Third,  we  should  resolutely  regard  the  socialist  modernization  as  the  central 
task  of  our  work,  and  make  the  reform  run  through  the  whole  process  of  the 
four  modernizations. .  In  any  time,  all  departments  should  give  consideration 
toand  submit  themselves  to  the  overall  situation  of  the  socialist  moderniz¬ 
ation  drive,  and  should  serve  the  fulfillment  of  the  party’s  general  task 
and  goal.  The  socialist  modernization  drive  is  an  extensive  and  profound 
revolution.  The  entire  party  should  enhance  the  spirit  of  blazing  new 
trails,  break  with  all  outmoded  and  decayed  ideas,  and  strive  to  reform, the 
production  relations  and  the  bottlenecks  hampering  the  development  of  pro¬ 
ductive  forces  in  the  superstructure.  This  is  the  only  way  for  us  to  create 
a  new  situation. 
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Over  the  past  3  years,  we  have  scored  tremendous  achievements,  but  there  is 
no  reason  whatsoever  to  be  self-satisfied  with  these  achievements.  We  must 
notice  that  what  we  have  done  thus  far  has  only  laid  a  foundation  for  con¬ 
tinuous  advancement,  and  that  we  still  have  a  long  way  to  go,  if  compared 
with  some  other  provinces,  cities,  and  districts  and  with  the  demand  of  the 
CPC  Central  Committee  and  the  people's  expectations.  The  level  of  the  pro¬ 
vincial  economic  development  is  not  high,  our  economic  results  are  not  good 
enough,  and  our  cultural  construction  and,  in  particular,  the  scientific  an 
technical  education  are  very  backward.  The  party  still  faces  arduous  tasks 
in  strengthening  the  building  of  ideology,  workstyle,  and  organizations. 

The  work  methods,  workstyle,  and  professional  capacity  of  leading  cadres  at 
all  levels  still  fall  much  short  of  the  demand  of  the  new  situation.  We 
must  he  sober-minded,  modest,  and  prudent  in  our  work,  guard  against  arro¬ 
gance  and  rashness,  carry  forward  our  achievements,  overcome  our  shortcomings, 
and  strive  to  do  our  work  in  a  still  better  manner. 

The  next  5  years  are  precisely  the  period  to  be  covered  by  the  Seventh  5-Year 
Plan*  During  this  important  period,  we  should  strive  to  fulfill  the  follow- 
ing  task  in  line  with  the  general  task  and  goal  raised  by  the  12th  CPC  Con¬ 
gress:  The  people  across  the  province  should  unite  as  one  and  work  hard  to 
comprehensively  accomplish  the  economic  structure  reform  and  to  according  y 
reform  the  scientific,  technical,  and  ecucatlonal  systems;  should  vigorously 
prlmote  the  building  of  socialist  material  and  spiritual  civilizations; 
should  develop  the  socialist  democracy,  should  conscientiously  attend  to 
party  construction,  should  rapidly  effect  a  fundamental  turn  for  the  better 
in  financial  and  economic  situation,  social  mood,  and  party  style,  and  shou 
strive  to  make  the  1990  gross  industrial  and  agricultural  output  value  and 
the  national  income  double,  or  more,  the  figures  of  1980.  This  year,  our 
focus  should  be  placed  on  the  four  major  events  of  reforming  the  economic 
structure,  carrying  out  party  rectification,  readjusting  the  leading  bodies, 
and  formulating  the  Seventh  5 -Year  Plan,  in  an  effort  to  make  our  province 
enter  the  ranks  of  advanced  provinces,  cities,  and  districts  with  mark  of 
"three  fundamental  improvements." 


2.  Actively  and  Stably  Carry  Out  Reforms,  and  Promote  a  Comprehensive 
Invlgoration  of  Economy. 


Actively  promoting  the  comprehensive  reform  of  economic  structure,  and  pro¬ 
moting  a  sustained  and  coordinated  development  of  the  province  s  economy  are 
our  most  important  task.  The  strategic  goal  of  the  province  s  economic  ^ 
development  is  to  quarduple  the  province's  gross  industrial  and  agrlcultur 
output  value  and  to  make  the  people  live  in  a  relatively  better-off ^manner 
by  the  end  of  this  century.  There  are  still  15  years  from  now  td  the  end 
of  this  century.  In  the  first  5  years,  we  should  continue  to  lay  a  good 
foundation  for  the  vigorous  economic  development  in  the  Sixth  5-Year  Plan 
and  formulate  the  Seventh  5-Year  Plan  well.  During  the  period  to  be  covered 
by  the  Seventh  5-Year  Plan,  on  the  basis  of  effecting  a  fundamental  turn  for 
the  better  in  the  financial  and  economic  situations,  we  should  strive  to  ^ 
make  the  gross  industrial  and  agricultural  output  value  and  the  nationa  in¬ 
come  double  that  of  1980,  That  is,  by  1990,  the  total  provincial  industrial 
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and  agricultural  output  value  should  reach  80  billion  yuan,  the  province  s 
national  Income  should  increase  to  48.5  billion  yuan,  and  the  per-capita  in 
come  should  reach  834  yuan. 


The  essential  condition  for  realizing  the  abovementioned  targets  is  to  raise 
economic  results  and  control  the  population  growth.  We  should  focus  our 
economic  work  on  raising  economic  results,  resolutely  prevent  and  overcome 
the  trend  of  neglecting  economic  results  such  as  blind  pursuit  of  high  stand¬ 
ards,  competition  for  high  speed,  high  inputs,  and  low  yields,  and  enable 
economic  construction  to  realistically  embark  on  the  path  of  rapid  speed, 
good  economic  results,  and  real  benefits  for  the  people.  To  this  end,  we 
should,  first  of  all,  formulate  plans  and  organize  production  in  line  with 
market  supplies  and  demands,  and  increase  the  number  of  products  under  ^ 
the  premise  of  Improving  product  quality  and  increasing  the  product  varie¬ 
ties.  Second,  we  should  reduce  consumption,  save  funds,  and  strive  to  cre¬ 
ate  more  social  wealth  with  less  manpower  as  well  as  material  and  financial 
resources.  And  third,  we  should  increase  taxes,  profits,  and  state  financial 
revenue  along  with  the  growth  of  production  and  the  expansion  of  financial 
resources.  Meanwhile,  we  should  firmly  Implement  family  planning  which  is  a 
basic  state  policy,  and  gradually  lower  the  provincial  natural  population 
growth  rate  so  that  the  province's  population  will  not  exceed  620  million 
by  the  year  of  2000. 


Our  fighting  objective  is  grand  and  we  have  conditions  for  achieving  it. 

Our  province  has  rich  natural  resources,  and  its  geographical  position  is 
good.  It  has  good  climate,  various  landforms,  and  fairly  good  conditions  ^ 
for  comprehensively  developing  production.  Moreover,  through  years  of  bar 
work,  our  province  became  to  have  a  fairly  good  foundation  for  the  economic 
and  economic  construction  and  has  accumulated  many  experiences.  The  broa 
masses  of  people  inside  and  outside  the  party  are  anxious  for  achieving  a 
quadruple  increase  in  industrial  and  agricultural  output  value  and  becoming 
comparatively  well-off,"  and  they  have  full  confidence  in  achieving . this . 

Of  course,  we  should  also  note  that  there  are  difficulties  in  achieving  such 
objectives  ahead  of  schedule.  For  example,  the  rural  industrial  structure 
is  irrational;  the  production  of  consumer  goods  cannot  meet  the  market  de¬ 
mands;  energy,  especially  electricity,  water  resources,  and  raw  materials 
are  in  short  supply;  the  development  of  post  and  telecommunications ,  com¬ 
munications,  and  transport  is  slow  and  the  telecommunications  and  traffic  ^ 
facilities  in  the  mountainous  areas  are  very  poor;  and  the  development  ot  the 
tertiary  industry,  especially  the  scientific,  technological,  and  educational 
undertakings  which  serve  production  and  help  to  improve  the  livelihoo 
and  the  quality  of  the  citizens,  is  rather  backward  and  poor.  We  lack  _ 

competent  personnel.  In  face  of  such  restrictive  factors  in  the  course  of 
developing  the  provincial  economy,  we  must  give  full  play  to  our  strong 
points  and  avoid  shortcomings,  concentrate  our  efforts  on  grasping  such  key 
links  as  agriculture,  consumer  goods  industry,  energy,  raw  materials,  com 

munications,  telecommunications,  science,  technology,  and  education,  give 

priority  to  supporting  and  developing  such  undertakings,  and  ensure  that 
all  production  departments  are  developed  in  a  coordinated  manner. 
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With  regard  to  this  year’s  economic  work,  the  provincial  CPC  committee  and 
government  have  already  formulated  the  1985  work  outlines  which  we  must 
implement  conscientiously.  At  present  and  in  the  future,  we  should  reso¬ 
lutely  grasp  the  following  spheres  of  work  well. 

1)  We  should  firmly  carry  out  the  reform  of  the  economic  structure  in  a  step- 
by-step  manner  and  strive  to  win  a  complete  success.  We  will  devote  a  period 
of  5  years  to  accomplishing  the  reform  of  the  economic  structure  with  a 
focus  on  the  reform  of  the  urban  economy,  and  strive  to  achieve  obvious 
results  in  3  years.  This  year,  we  should  continue  to  enliven  the  economy 
under  the  guidance  of  the  principles  of  the  central  authorities  be  stead¬ 
fast,  be  prudent  in  fighting  the  first  battle,  and  be  sure  to  win — ^make 
big  strides  in  reforming  the  price  and  wage  systems,  and  do  a  good  job  in 
fighting  the  first  battle  in  the  overall  refonri. 

Just  as  what  Comrade  Deng  Xiaoping  said  that  the  ongoing  reform  of  the  eco¬ 
nomic  structure  is  China's  second  revolution  which  is  Inevitable  in  the 
historical  development.  Its  purpose  is  to  establish  a  vital  socialist  eco¬ 
nomic  structure  with  Chinese  characteristics,  to  further  emancipate  the 
social  productive  forces,  and  to  enable  China  to  become  prosperous  and  the 
people  wealthy  within  a  short  period  of  time.  Without  this  revolution,  it 
will  be  Impossible  to  achieve  the  four  modernizations.  Every  party  member 
and  every  cadre  should  have  a  strong  sense  of  urgency  and  responsibility  in 
conducting  reforms.  We  should  arm  ourselves  with  the  central  authority  s 
principles  and  policies  concerning  reforms,  stand  in  the  forefront  of  the 
historical  trend  of  reforms,  and  unite  the  broad  masses  of  the  people  to 
promote  reforms  in  a  step-by-step  manner.  The  reform  of  the  economic  struc¬ 
ture,  an  extremely  complicated  and  great  social  project,  requires  us  to 
undertake  many  explorations  and  constantly  bring  forth  new  ideas.  We  must 
proceed  with  caution  and  solve  any  problems  in  a  timely  manner.  New  un¬ 
healthy  practices  must  be  corrected  conscientiously.  While  correcting  new 
unhealthy  practices ,  we  should . pay  attention  to  affirming  the  main  trend 
of  reforms  and  protect  the  enthusiasm  of  cadres  and  the  masses.  We  sjould 
differentiate  between  problems  caused  by  lack  of  experience  and  working 
carelessly  and  the  unhealthy  practices  of  seeking  private  gains  for  indivi¬ 
duals  and  small  groups  in  the  nameo  of  reform.  Never  should  we  regard 
shortcomings  in  reform  work  as  unhealthy  practices  or  attribute  unhealthy 
practices  to  reforms.  Unhealthy  practices  are  not  brought  about  by  reforms. 
On  the  contrary,  only  through  conducting  reforms  and  eliminating  the  mal¬ 
practices  in  systems  can  the  unhealthy  practices  be  effective  prevented. 

We  must  have  a  firm  faith  in  refomi  and  conduct  the  reforms  well  and  strictly 
in  accordance  with  the  central  authority's  principles,  policies,  and  plans  in 
an  effort  to  be  sure  to  win  the  first  battle,  the  second  battle,  and  all 
battles. 

In  the  course  of  reforms,  we  must  attend  to  the  key  link  of  enlivening 
enterprises  and  stimulfeaneously  enhance  control  over  the  macroeconomy.  The 
work  of  enlivening  enterprises  and  that  of  enhancing  control  over  the  macro¬ 
economy  must  be  linked  together  and  promoted  mutually .  Governments  at  all 
levels  and  departments  concerned  should  further  simplify  administrative 
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procedures  and  delegate  power  to  lower  levels  in  line  with  the  principle  of 
separating  government  functions  from  business  management,  implement  the 
regulations  formulated  by  the  central  authority  and  the  province  on  expand¬ 
ing  the  decisionmaking  power  of  enterprises  among  grassroots  units,  attend 
to  reforms  in  the  planning  and  circulation  fields,  and  create  good  external 
conditions  for  enlivening  enterprises,  especially  large  and  medium-sized 
enterprises.  Enterprises  should  use  state-assigned  decisionmaking  power  to 
fully  tap  internal  potentials;  handle  the  relations  between  the  state,  col¬ 
lectives,  workers,  and  managers  well;  link  the  economic  responsibility  sys¬ 
tem  with  a  focus  on  the  contract  with  the  improvement  of  economic  results; 
and  turn  their  stress  of  work  from  only  concentrating  on  production  to 
concentrating  on  production,  operation,  and  pioneering  management.  The 
more  we  enliven  enterprises,  the  more  we  should  enhance  the  management  of 
the  macroeconomy.  We  should  set  up  a  set  of  new  rules  that  suit  the  prin¬ 
ciple  of  opening  to  the  outside  and  enlivening  the  domestic  economy.  So, 
we  should  adopt  economic,  administrative,  and  legal  means  for  strictly  con¬ 
trolling  the  unreasonable  increases  in  consumption  funds;  control  the 
scale  of  the  credits  and  the  Investments  in  fixed  assets;  use  foreign  ex¬ 
change  well  under  the  state  united  plan;  reduce  administrative  expenses; 
organize  the  withdrawal  of  currency  from  circulation;  and  strictly  stop  the 
arbitrary  price  hikes.  On  the  basis  of  developing  production,  we  should 
persistently  improve  the  people's  livelihood.  Never  should  we  blindly  ad¬ 
vocate  or  pursue  high  consumption.  We  should  continue  to  implement  the 
principle  of  building  up  the  country  and  handling  affairs  through  thrift 
and  had  work.  Never  should  we  practice  extravagance  and  waste.  There  are 
not  only  guarantees  for  making  successes  in  this  year's  price  readjustment 
and  wage  reform,  but  also  essential  conditions  for  the  coordinated  develop¬ 
ment  of  the  national  economy. 

2)  We  should  enthusiastically  readjust  the  rural  production  structure  in 
order  to  develop  the  rural  economy  in  steady  and  coordinated  manners.  We 
should  grasp  the  historical  opportunity  of  reaping  bumper  grain  and  cotton 
harvests  and  carefully  guide  and  firmly  grasp  the  rural  production  restruc¬ 
ture.  We  should  never  ignore  grain  production  but  ensure  a  steady  increase 
in  total  grain  production,  produce  various  quality  products,  and  simultaneous¬ 
ly  develop  cash  and  forage  crops.  With  regard  to  agriculture,  we  should 
vigorously  develop  livestock  and  poultry  raising,  the  aquatic  products 
industry,  and  the  fruit  industry.  Based  on  this,  we  should  vigorotlsly  de¬ 
velop  such  agricultural  and  sideline  processing  industries  as  the  food  and 
forage  processing  industries.  .  Meanwhile,  efforts  should  be  made  to  actively 
develop  the  industries  of  esdavation,  energy  resources,  and  building  mater¬ 
ials  as  well  as  the  tertiary  industry  of  communications  and  transportation, 
commerce,  finance,  and  service.  Through  conducting  readjustment,  we  should 
orient  the  rural  economy  gradually  on  the  track  in  which  an  overall  develop¬ 
ment  of  agriculture,  forestry,  animal  husbandry,  and  fishery  and  a  compre¬ 
hensive  management  of  agriculture,  industry,  commerce,  and  transportation 
have  taken  shape. 

When  readjusting  production  structure  in  rural  areas,  efforts  should  be  made 
to  conduct  classified  guidance  in  line  with  the  agricultural  production  zones 
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and  the  developing  strategy,  to  pay  attention  to  local  conditions ,  and  to 
give  priority  to  major  products.  The  rural  villages  near  to  Tianain  and 
Lijing  Munikpalities  and  to  various  cities  throughout  the  province  should 
integrate  their  agricultural  production  with  that  of  trade  and  xndustry  in 
order  to  build  themselves  into  economic  development  zones  as  soon  as  pos¬ 
sible.  Efforts  should  be  made  to  accelerate  the  pace  of  developing  the 
Taihang  and  Yanshan  mountainous  areas ,  the  Bashang  plateau ,  and  the  cos  a 
areas,  which  has  an  important  significance  to  developing  the  province  s 
economy  in  an  overall  way.  We  should  first  help  these 

cations  and  energy  resources  in  order  to  promote  the  production  of  mini  g 
industry,  forestry,  fruits,  and  aquatic  products  and  should  support  them  to 
do  a  good  job  in  realistically  conducting  water  and  soil  conservation.  We 
should  further  implement  the  economic  policies  with  relaxed  restrictions 
the  most  mountainous  and  poorest  areas  and  should  mobilize  or^ organ  ze 
various  forces  to  help  them  develop  production  in  order  to  e^ance  their  own 
economic  vitality.  Localities  throughout  the  province  should  earnestly  do 
a  good  job  in  supporting  poor  areas  in  order  to  enable  all  poor  areas, 
villages,  and  households  to  become  wealthy  at  an  early  date. 

Great  attention  should  be  paid  to  developing  township-  and  town-run  enter¬ 
prises.  We  should  uphold  the  principle  of  having  households,  economic  a 
ciations,  villages,  townships,  and  towns;  should  make  it  possible 
state  supply  and  marketing  cooperatives  to  simultaneously  operate  enterprises, 
and  should  pay  attention  to  conducting  macroguidance  o^er  the  establishment 
in  order  to  prevent  or  reduce  the  waste  and  losses  caused  by  the  blind 
development.  Efforts  should  be  made  to  support  township-  and  town  ^n 
enterprise  to  do  a  good  job  in  conducting  management,  increasing  variety  of 
products,  upgrading  quality,  saving  consumption,  and  in  enhancing  competi¬ 
tive  ability.  While  allowing  or  supporting  peasants  to  make  a  success  in 
their  household  business  on  a  long-term  basis,  we  should  render  continuou 
efforts  to  perfect  the  cooperative  economy  in  various_^ways  and  at  various 
levels  so  long  as  which  is  centered  on  the  responsibility  system  related  t 
the  output  and  to  establish  various  joint-venture  enterprises  by  recruiting 
stock  holders.  Urban  areas  should  actively  support  the  development  of  the 
township-  and  town-run  enterprises  and  give  them  more  production  i 
have  them  share  the  production  in  order  to  spread  their  techno  °  ^ 

areas.  Efforts  should  be  made  to  Integrate  the  development  of  township- 
and  town-run  enterprises  with  the  construction  of  small  towns;  to  actively 
heop  peasants  deal  with  their  practical  problems  cropping  up  in  bull  _  g 
houses,  settling  down,  and  opening  business  at 

gradually  build  these  small  towns  into  rural  economic  cultural  centers  in 
line  with  their  financial  and  material  resources. 

To  hromote  the  readjustment  of  production  structure  in  rural  areas,  from 
^8?  °^  we  ^11  conduct  reforms  In  the  system  of  flred-quote  purchase,  gerd- 
ually  delegate  the  power  of  fixing  farm  product  prices,  allow  peasants  to 
engage  in  production  in  line  with  the  demand  of  markets,  and  will  enforce 
contracted  purchase  and  the  purchase  conducted  by  markets  themselves  accor 
ing  to  the  different  conditions.  The  departments  concerned  should  uelp  ^ 
pelsants  study  and  master  their  ability  in  developing  commodity  production. 
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actively  render  information  service  for  peasants,  open  more  channels  of 
commodity  circulation,  organize  well  the  exchanges  of  commodities  between 
urban  and  rural  areas,  and  should  do  a  good  job  in  rendering  service  for  the 
preparatory  work,  operation,  and  the  aftermath  of  production  in  order  to 
make  a  success  in  the  important  drive  of  conducting  reforms. 

3)  We  should  vigorously  make  technical  progress  in  order  to  provide  full 
reserve  strength  for  making  the  economy  prosperous.  Modern  science  and 
technology  are  the  decisive  factors  of  new  social  productive  forces.  In 
facing  the  challenge  of  the  new  world  technical  revolution,  we  should  arouse 
ourselves  to  catch  up  with  it  and  orient  our  economic  work  on  the  track  that 
chiefly  depends  on  technical  progress.  We  should  first  do  a  good  job  . 
conducting  technical  renovations  among  existing  enterprises  and  in  arming 
the  traditional  industries  throughout  the  province  with  the  newest  foreign 
and  domestic  technology  and  the  most  advanced  managerial  methods.  During 
the  "Seventh  5-Year  Plan"  period  or  prior  to  the  "Eighth  5-Year  Plan,"  we 
should  strive  to  basically  fulfill  the  task  of  conducting  technical  renova¬ 
tions  among  the  existing  backbone  enterprises  throughout  the  province  in 
line  with  the  targets  of  increasing  new  products  and  technology,  upgrading 
product  quality,  and  lowering  consumption  in  order  to  enable  them  to  reach 
the  technical  and  equipment  standards  scored  by  the  world  advanced  countries 
at  the  end  of  1970 's  and  the  beginning  of  1980's.  To  meet  this  demand,  we 
should,  in  the  guiding  ideology,  change  the  old  idea  of  paying  undue  atten¬ 
tion  to  building  new  projects  to  the  neglect  of  renovating  existing  equip¬ 
ment,  and  should,  during  the  period  to  be  covered  by  the  Seventh  5-Year  Plan, 
shift  the  focus  of  investment  to  the  technical  transformation,  rebuilding 
and  expansion  of  the  existing  enterprises.  To  this  end,  we  should  strengthen 
the  control  and  guidance  over  the  overall  situation,  enhance  the  level  of 
making  overall  policies  and  decisions,  give  prominence  to  key  points  of 
work,  rapidly  map  out  an  overall  planning  with  a  range  from  the  province^ to 
various  prefectures  and  cities,  rapidly  formulate  specific  plans  for  various 
professions  and  trades,  and  implement  these  plans  step  by  step.  To  speed  up 
the  technical  transformation  of  various  enterprises,  we  should  not  only 
import  new  technologies  and  equipment  from  abroad,  but  also  pay  attention  to 
adopting  domestic  advanced  technologies  and  equipment;  not  only  apply  the 
existing  technical  achievements,  but  also  intensify  the  technical  development 
of  enterprises;  and  not  only  give  full  play  to  the  role  of  professional  end 
technical  ranks,  but  also  conduct  the  activities  of  encouraging  the  masses 
to  raise  rational  suggestions  and  make  technological  innovation.  Enter¬ 
prises  should  successfully  handle  the  relationship  between  accumulation  and 
consumption,  and  increase  the  funds  for  technological  transformation.  Banks 
should  strengthen  the  regulation  and  supervision  over  the  credit  work,  and 
accelerate  the  capital  turnover  in  order  to  create  conditions  for  carrying 
out  technological  transformation.  In  the  course  of  carrying  out  technological 
transformation,  we  should  pay  attention  to  the  research  and  application  of 
microcomputers,  biological  engineering,  and  other  new  technologies,  and 
gradually  build  up  our  province's  burgeoning  industries. 

To  promote  the  progress  of  scientific  and  technological  work,  CPC  committees 
and  people's  governments  at  all  levels  should  conscientiously  implement  the 
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"CPC  Central  Committee’s  decision  on  reforming  the  scientific  and  technologi¬ 
cal  system,"  attend  to  the  reform  of  scientific  and  technological  system^ in 
a  step-by-step  manner,  successfully  run  technological  markets,  promote  the 
development  of  technological  achievements  markets.  Invigorate  the  scientific 
research  institutions,  strengthen  the  lateral  contacts  f 

and  technological  Institutions  and  enterprises,  and  rapidly  apply  technologi 
cal  achievements  to  production. 

4)  We  should  even  boldly  introduce  ourselves  to  the  outside,  and  expand  the 
economic  and  technological  exchanges  with  foreign  countries  and  other  pro¬ 
vinces.  in  his  political  report  to  the  12th  CPC  Congress,  Comrade  Hu  Yao- 
bang  said:  "Opening  to  the  outside  world,  and  expanding  economic  and  tech 
nological  exchanges  with  foreign  countries  on  the  basis  of  equality  an  ^ 
mutual  benefits  are  the  firm  and  unswerving  strategic 
try  "  We  should  further  emancipate  our  mind,  and  make  a  still  oigg 
in  opening  to  the  outside  world.  We  should  actively  ^pand  the  volume  of 
export,  and  raise  the  competitive  capacity  of  our  products  on  internation 
markets.  We  should  make  proper  preparations  for  the  first  stage  of  pi  g 

and  importing,  and  be  good  at  importing  foreign  capital  and  technologies^ 
through  various  channels  and  with  various  forms.  Attention  should  be  paid 
to  digesting  and  drawing  the  imported  technologies  in  order  to  strengthen 
our  capacity  for  self-reliance.  All  cities  should  actively  improve  the 
environment  for  investment,  and  solve  the  problem  of  poor  quality  in  cojmu 
cation,  service,  and  reception  facilities.  As  a  port  ^^^^y  openi^  to^the 
outside  world,  Qinhuangdao  City  should  combine  the  internal  reform  with  the 
opening  to  the  outside  world,  and  make  them  effect  each  other  in  order  to 
rapidly  create  necessary  conditions  for  importing  foreign  capital,  talented 
people,  technologies,  and  advanced  management  methods.  All  provincial- 
level  departments,  and  all  prefectures,  cities,  and  counties  should  actively 
support  this  work. 

All  other  coastal  prefectures,  cities,  and  counties  should  also  strive  to 
gradually  build  themselves  to  forward  areas  to  open  to  the  outside  wo 

In  the  course  of  boldly  opening. to  the  outside,  we  should  expand  the  open¬ 
ing  to  the  areas  inside  the  province.  We  should  vigorously  develop  the  later 
al  contacts  between  various  localities  in  the  province,  between^urban  and 
rural  areas,  and  between  the  province  and  other  provinces  and  cities,  we 
Should  conduct  cooperation  and  integrations  in  many  f  f 

kinds  of  trade  centers  and  technological  markets,  and  promote  the  rational 
exchanges  of  funds,  materials,  and  technologies.  We  should  strengthen  e 
leadership  over  the  urban  work,  raise  the  attraction  and  leading^capacities 
of  central  cities,  and  give  full  play  to  the  role  of  central  cities  in  lead 
ing  various  counties  around  them.  People ’ s  governments  at  all  levels^should 
vigorously  organize  and  promote  the  economic  and  technological  cooperatio  , 
and  all  the  state-,  collective-,  and  individual-run  . 

should  independently  find  out  ways  to  organize  economic  and  technological 

cooperation. 
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5)  We  should  attach  great  importance  to  talented  personnel  and  create  good 
circumstances  in  which  all  personnel  use  their  ability  to  the  fullest  and 
talented  personnel  emerge  year  after  year.  The  key  to  whether  or  not  we 
are  successful  in  conducting  reforms  and  building  the  four  modernizations 
lies  in  talented  personnel.  Though  the  party  organizations  at  all  levels 
have  paid  greater  attention  than  before  to  respecting  talented  personnel, 
there  are  still  a  number  of  comrades  who  turn  a  blind  eye  to  this.  We  should 
continuously  correct  the  prejudice  against  knowledge,  mental  work,  and 
talented  personnel,  and  should  further  foster  the  morale  of  respecting 
knowledge  and  talented  personnel  inside  the  party.  The  most  current  problem 
is  the  shortage  of  talented  personnel  and  existing  talented  personnel  who 
cannot  fully  play  their  role  in  work.  Gompratatively ,  the  task  of  dealing 
with  the  latter  problem  is  more  urgent  than  that  of  the  former.  As  Comrade 
Deng  Xiaoping  pointed  it  out,  "Being  good  at  discovering  talented  personnel, 
winning  over  talented  personnel,  and  at  employing  talented  personnel  repre¬ 
sents  one  of  the  important  marks  indicating  whether  or  not  leaders  are  ma¬ 
ture,"  We  must  do  away  with  all  out-dated  ideas  running  counter  to  the  view¬ 
point  of  employing  cadres  in  the  new  historical  period  and  with  all  inter¬ 
ference,  and  must  open  more  avenues  in  training  talented  personnel  in  order 
to  select  or  employ  talented  personnel  by  not  sticking  to  one  pattern. 

Efforts  should  be  made  to  further  implement  the  policy  on  intellectuals  apd 
to  deal  with  the  problems  cropping  up  in  their  work  and  livelihood  in  a 
down-to-earth  manner.  While  paying  attention  to  bringing  into  play  the  role 
of  intellectuals  in  the  older  generation,  efforts  should  be  made  to  boldly 
employ  or  promote  the  middle-aged-and-young  intellectual  cadres  inside  and 
outside  the  party  who  have  greater  specialized  technical  knowledge  and  a 
higher  standard  in  organizational  work  and  managerial  affairs  in  order  to 
enable  them  to  play  the  backbone  role  of  serving  as  a  link  between  the  past 
and  future.  Efforts  should  be  made  to  resolutely  correct  the  practice  of 
being  overstaffed  and  wasting  the  energy  of  talented  personnel  in  order  to 
accelerate  the  transfer  of  talented  personnel.  The  organizational, . person¬ 
nel  affairs,  and  scientific  and  technological  departments  at  all  levels 
should  actively  do  a  good  job  in  organizing  and  assigning  work  to  talented 
personnel.  Efforts  should  also  be  made  to  actively  study,  reform,  and  im¬ 
prove  the  personnel  systems  of  election,  employment,  appointment  and  dismis¬ 
sal,  examination,  and  award,  and  punishment  in  order  to  ensure  reasonable 
emplojrment  among  talented  personnel. 

To  train  various  qualified  personnel  on  a  large  scale  at  all  levels,  we 
should  do  a  good  job  in  grasping  educational  work  as  in  economic  work  and 
in  mapping  out  implementation  plans  in  line  with  the  guiding  ideology  of 
the  CPC  Central  Committee  with  regard  to  conducting  reforms  in  educational 
systems  in  order  to  accelerate  the  pace  of  educational  reforms.  Efforts 
should  be  made  to  rely  on  social  forces  to  enforce  the  9-^year  compulsory 
educational  system  step  by. step;. to  readjtist  the  structure  of  secondary 
education;  to  vigorouly  develop  vocational  and  technical  education;  to 
actively  reform  the  managerial  systems  and  teaching  work  of  higher  education; 
and  to  enforce  the  measure  of  operating  various  schools  at  all  levels  in 
order  to  truly  and  rapidly  train  more  and  outstanding  personnel.  We  also 
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welcome  ell  talented  personnel  who  are  jJ,"^*g<.t'°I“esources 

rri:  :rro::iri^“«- program  ot 

economic  and  social  development. 

i;^  rofia“r?c;  rsr  ^oTsSr^P^rfsl'in^^^ 

Modernizations. 

1)  we  shonld  strengthen 

conducting  P^-“.r™inLlSehl“d  ot^S  economic  worU."  In  the 

new  historical  period  msLs  of 

must  wrihoild  conduct  education  on  patriotism, 

party  members  and  the  _  .  revolutionary  traditions  among  party 

collectivism,  socialism,  communi  ,  iuveniles  in  order  to  train  more 

members,  the  people,  and  particular  y  ^  ^  ^  cultural  knowledge, 

and  more  people  as  ““SaUy  put  education  on  revolu- 

and  who  are  well  disciplined.  We  should  especially  P  „,„come  the 

SdifSfnf “  ^eSsTudir/n^riLipline!  Comrade  Beng 

xXoping  pointed  out:  "The  JerSstentlJ  iwlemLt 

-  s: 

is  not  divorced  from  the  ,  nrincinle  of  "distribution  accord- 

scientiously  implementing  the  social  ^  /  communist  attitude  towards 

ing  to  work,”  we  should  never  forget  1°  material  bene- 

labor.  While  recognizing  and  implementl^  thc'^rclatlons  between  the  state, 

fits,  we  should  never  :g:fcatjn;  tS  ^*  0?  letting  a  part 

collectives,  and  individuals.  While  advocating  forget  to  help 

of  the  people  become  rich  ahead  of  o  ®  »  i-ncrpther  While  vigorously 

the  poor  and  to  take  the  path  of  “f  .roKfS^er^Sit  the  prlL 

developing  socialist  commodity  Pfo«"«l°”-  ™  im^rpolltical  life, 

clple  of  commodity  exchanges  to  IPO  unity  and  cooperation 

While  advocating  competitiveness,  While  expanding  the  decision- 

between  all  localities  and  between  all  enterprises 

““r^r:  ^LmSr^o'^h:  :  ate^^ 

for  making  progress. 
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Carrying  out  the  healthy  mass  activities  of  culture,  physical  culture,  and 
sports  in  both  urban  and  rural  areas  and  developing  medical  and  public  health 
undertakings  have  an  important  significance  in  heightening  national  spirit, 
upgrading  the  people’s  mental  realm,  promoting  cultural  quality,  enhancing 
the  people’s  physical  fitness,  and  pushing  forward  production  and  various 
work.  To  meet  the  increasing  need  in  cultural  life  among  the  masses  and 
peasants,  the  party  committees  and  the  departments  concerned  at  all  levels 
should  put  their  work  emphasis  on  rural  areas  while  doing  a  good  job  in 
conducting  mass  cultural  work  among  cities,  plants,  and  mines  in  order  to 
help  villages,  townships,  and  towns  map  out  their  plans  or  measures  to 
develop  the  undertakings  of  culture,  education,  public  health,  and  physical 
culture,  and  sports.  Proceeding  from  reality,  a  good  job  should  be  done  in 
gradually  building  the  cultural  centers  of  townships  and  towns  in  order  to 
enbale  these  centers  to  be  attractive  garden  plots.  Efforts  should  be  made 
to  actively  support  or  enhance  guidance  over  the  rural  cultural  centers 
(stations),  the  spare-time  literary  creation  and  literary-art  critic  con¬ 
tingent,  and  cultural,  scientific,  and  technical  specialized  households. 

The  literary-art  specialized  troupes  at  or  above  the  country  level,  the  units 
publishing  newspapers,  books,  and  magazines,  and  the  scientific  and  technical 
departments  should  further  foster  the  idea  of  serving  the  vast  number  of 
people  and  should  go  deep  into  rural  areas  to  carry  out  cultural  activities, 
particularly  into  the  fairly  backward  areas,  in  order  to  make  use  of  social¬ 
ist  culture  in  doing  away  with  or  combating  feudal  and  superstitious  activi¬ 
ties.  Efforts  should  be  made  to  strengthen  management  over  cultural  markets 
in  order  to  resolutely  and  strictly  control  obscene  articles  and  to  strictly 
control  those  who  import,  manufacture  (including  copy  work),  and  sell  or 
traffic  these  articles  so  as  to  totally  eliminate  these  Ignorant,  backward, 
and  uncivilized  things. 

3)  We  should  vigorously  develop  socialist  democracy  in  order  to  protect  the 
right  of  the  people  who  are  the  master  of  the  country.  Efforts  should  be 
made  to  regard  the  improvement  of  democratic  systems  and  the  development 
and  enrichment  of  the  people’s  democratic  life  as  a  long-term  task  that 
should  be  carried  out  in  order  to  spread  socialist  democracy  to  every  field 
of  politics,  economy,  culture,  and  of  social  life.  In  line  with  the  principle 
of  enforcing  the  democratic  centralism  and  separating  political  work  from  , 
enterprise  management,  it  is  necessary  to  conduct  reforms  among  the  unrea¬ 
sonable  administrative  systems  in  order  to  make  the  administration  work 
simple,  unified,  and  free  from  bureaucracy.  The  people’s  congresses  and 
their  standing  committees  at  all  levels  should  be  suitable  to  the  demand 
of  the  new  situation,  actively  carry  out  the  work  concerning  the  discussion 
and  approval  on  the  local  major  construction  of  culture  and  the  economy, 
and  strengthen  their  lawful  supervision  over  the  work  done  by  the  government, 
the  people’s  court,  and  the  people’s  procuratorate  in  order  to  fully  protect 
the  power  exercised  by  the  people  for  the  state  management.  Efforts  should 
be  made  to  further  strengthen  the  building  of  rural  villagers’  committees 
and  urban  neighborhood  committees  and  to  establish  or  Improve  the  democratic 
managerial  systems  of  enterprises,  establishments,  and  units.  The  success 
in  these  basic  wo^kshas  an  important  significance  in  enlivening  the  demo¬ 
cratic  life  of  the  people.  While  enforcing  the  system  of  having  the  plant 
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chief  (company  manager)  in  charge,  enterprises  should  simultaneously 
strengthen  the  work  of  convening  workers'  congresses  in  order  to  enable  staff 
members  and  workers  to  fully  play  their  role  as  the  country's  masters.  This 
is  an  important  characteristic  of  socialist  enterprises. 

The  important  task  in  developing  socialist  democracy  is  to  develop  the 
patriotic  united  front  and  enhance  CPPCC  work.  We  should  open  new  avenues 
for  the  united  front  and  CPPCC  work  along  with  implementing  the  principle 
of  enforcing  the  open-door  policy  in  order  to  enliven  the  domestic  economy 
and  the  measure  to  "establish  two  systems  in  one  country."  Efforts  should 
he  made  to  take  over  and  develop  the  fine  tradition  of  political  consulta¬ 
tion,  democratic  supervision,  cooperative  activities,  world-wide  friendship, 
and  self-improvement.  It  is  imperative  to  uphold  the  principle  of  long  co¬ 
existence,  mutual  supervision,  mutual  utter  devotion,  and  sharing  of  mutual 
weal  and  woe  in  order  to  enhance  the  unity  among  the  democratic  parties,  the 
nonparty  democratic  personages,  the  minority  national  personages,  and  reli¬ 
gious  patriotic  personages.  Efforts  should  be  made  to  bring  into  full  play 
the  strong  points  of  talented  personnel  in  these  circles  in  order  to  lead 
the  enthusiasm  of  personnel  in  various  fields  to  serve  the  program  of  build¬ 
ing  the  four  modernizations. 

4)  We  should  further  strengthen  the  socialist  legal  system,  and  wage  struggle 
against  all  law  violations  and  crimes.  The  legal  system  is  an  important 
guarantee  for  carrying  out  democracy,  as  well  as  an  important  means  to 
promote  the  economic  construction.  Along  with  the  development  of  the  economic 
structure  reform  and  the  national  economy,  the  task  of  applying  the  legal 
means  to  regulate  the  economic  relations  and  safeguard  the  economic  order 
has  become  heavier  each  day.  At  present,  we  should  actively  attend  to  the 
local  economic  legislation  work,  and  gradually  formulate  laws  for  all  eco¬ 
nomic  activities.  At  the  same  time,  we  should  attend  to  the  execution  of 
laws,  and  launch  the  education  on  abiding  by  laws.  Political  and  legal 
organs  at  all  levels  should  handle  affairs  in  strict  accordance  with  laws, 
be  good  at  applying  the  laws  as  weapon  to  protect  the  legal  interests  of  the 
state,  collectives,  and  individuals,  and  provide  effective  legal  services 
and  guarantee  for  the  economic  structure  reform  and  the  economic  construction. 
Beginning  this  year,  we  should  spend  about  5  years  to  popularize  the  legal 
knowledge  among  citizens  in  order  to  enable  all  citizens  to  understand,  be¬ 
come  familiar  with,  and  abide  by  laws.  All  party  members,  the  party  leading 
cadres  in  particular,  should  take  the  lead  in  studying  the  laws,  and  set  an 
example  in  observing  discipline  and  laws.  From  now  on,  we  should  regard 
cadres'  ability  to  master  ttoe  necessary  legal  knoweldge  as  an  important  part 
of  their  educational  standards.  The  state  should  guarantee  all  citizens 
extensive  democratic  rights  and  freedom,  and  all  citizens  should  failth fully 
perform  their  duties  and  consciously  abide  by  laws  and  discipline.  By  no 
means  should  we  stress  on  rights  by  deviating  from  duties.  Only  by  com¬ 
bining  democracy  with  laws  and  discipline  and  Combining  rights  with  duties 
will  it  be  possible  to  form  a  political  situation  in  which  unity  and  stability 
go  hand  in  hand  with  liveliness  and  vitality. 
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spharas  are  an  Important  Indicator  of  class  smgg^  n  dealing  strict 

riotfir;arfo„frclmifc?iLranrj^^^^ 

apr^ftaaCg^^are  rjapS%l™^^^^^  Hea^;  santancas 

^  Sa^r«rcoS|ctii:  ;nd  -  rin:seeiSgrsL:in„::^:  -d 

:Tarifive'«ir:sjL«ing^ 

order.  Dnder  the  unified  f ^“““rSartments,  mobilise 

full  play  to  the  jf  “oop^^^^^^  o^  crimes  by  using 

and  depend  on  the  forces  ^  _  ,  educational  and  legal  means,  and, 

the  political,  educatlon’and  persuasion  among  the  people 

^CrUgit^rrlmlfrnd»o:fUnlla  delinquents  so  as  to  minimise  the 
occurrence  of  crimes. 

The  PIA  units  stationed  In  the  ““^."“ijr^bSldSg  Sa 

large  number  of  ^  ^clalist  Lmocracy,  safeguarding  public 
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people's  governments  shwld  be  conce  PLA  units.  Attention  should 

Uon,  modernisation,  and  f  ^^;i^^n„ldlers  and  soldiers 
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4.  Actually  Strengthen  the  Party  Construction,  and  Constantly  Enhance  the 
Party's  Fighting  Capacity. 

strengthening  the  party  construction  and 
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41 


authority.  While  comprehensively  accomplishing  the  four  tasks  of  achieving 
Ideological  unity,  rectifying  the  party's  style  of  work,  strengthening  dis¬ 
cipline  and  purifying  the  party  organization,  we  should  attach  Importance  to 
strengthening  the  party  spirit  of  party  members  and  to  correcting  new  un¬ 
healthy  practices.  The  units  that  have  not  undertaken  party  rectification 
work  yet  should  Implement  the  guidelines  of  making  corrections  before  recti¬ 
fication.  The  units  that  have  finished  their  party  rectification  work  should 
strengthen  the  routine  Ideological  and  political  work  among  party  members, 
solve  the  problems  that  were  not  completely  solved  In  the  course  of  party 
rectification  and  the  problems  that  emerged  after  party  rectification,  and 
make  efforts  to  create  a  new  situation  In  all  work.  Through  the  routine 
work  during  and  after  party  rectification,  we  should  build  the  party  organ- 
atlons  Into  strong  cores  of  leading  the  socialist  modernization.  At  present, 
we  should  attend  to  the  following  few  tasks i 

1)  We  should  speed  up  the  work  of  making  the  leading  bodies  at  all  levels  and 
the  ranks  of  cadres  become  more  revolutionary,  younger  In  average  age,  bet¬ 
ter  educated  and  more  professionally  competent.  The  realization  of  the  "four 
requirements"  for  the  ranks  of  cadres  and  especially  for  leading  bodies  at 
all  levels  Is  a  core  of  the  organizational  line  of  the  party  In  the  new 
period.  Through  the  organizational  reform,  great  changes  have  taken  place 
In  the  situation  where  the  average  age  of  leading  bodies  was  rather  old, 
their  educational  level  was  too  low  and  their  Intellectual,  structure  un¬ 
reasonable.  But  the  situation  was  not  basically  changed.  Therefore,  we 
should  continue  to  achieve  the  work  of  readjusting  leading  bodies  and.  In 
particular,  leading  bodies  at  and  above  the  county  level  In  the  coming  5  to 
8  years.  Simultaneously  we  should  attend  to  the  construction  of  the  third 
echelon.  Leading  comrades  at  all  levels  should  make  efforts  to  further 
eliminate  the  "leftist"  Influence;  conscientiously  solve  the  problems  con¬ 
cerning  demanding  perfection  from  young  cadres  and  Intellectuals,  not  boldly 
selecting,  promoting  or  using  them;  and  promote  to  Important  leading  posts 
and  the  third  echelon  those  excellent  young , and  middle-aged  cadres  who  are 
enthusiastic  In  the  four  modernizations,  have  correct  work  style  and  real 
ability  and  learning,  and  are  able. to  create  a  new  situation.  Through  read¬ 
justment,  leading  bodies  at  all  levels  will  really  become  strong  coiranand 
posts  with  strong  party  spirit,  correct  work  style  and  the  ability  In  lead¬ 
ing  the  people  to  conduct  the  four  modernizations.  In  selecting  and  promoting 
cadres,  we  should  comprehensively  persist  In  the  "four  requirements"  with  a 
focus  on  ensuring  cadres  become  more  revolutionary.  We  should  persistently 
appoint  people  according  to  their  political  Integrity  and  ability.  We  should 
be  just,  persistently  follow  the  mass  line  and  let  the  party  committees  and 
the  collectives  make  conclusions  In  appointing  cadres.  We. should  Install 
leading  bodies  In.  planned  and  step-by-step  manners.  The  average  age  of  the 
members  of  the  leading  body  should  be  formed  as  a.  ladder— shaped  structure  and 
the  Intellectual  structure  of  the  leading  body  should  be  reasonable.  Every 
leading  member  should  be  an  expert  In  his  assigned  work,  learn  from  others 
strong  points  to  offset  his  own  weakness,  complement  each  other  and  work 
out  policy  decisions  In  many  fields. 

In  realizing  the  "four  requirements"  for  leading  bodies,  we  should  solve 
well  the  problems  concerning  "promotion"  and"retlrement"  of  cadres. 
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We  should  conscientiously  implement  the  central  authority 
concerning  cadres'  retirement.  We  should  properly  arrange  and  take  good 
caSff  veteran  retired  cadres  to  make  them  spend  their  remaining  years 
safely  Simultaneously  veteran  retired  cadres  should  carry  out  into  ful 
plaftielr  ^Ld-llne  roles.  We  «hole  province  should  £or»  a  good  prac- 
tice  of  respecting  the  old  and  the  worthy. 

In  order  to  build  well  the  leading  bodies  with  "four  requirements,"  mist 
persist  in  the  party’s  democratic  centralism.  We  should  perfect  the  system 
of  holding  meetings  on  party  life,  fully  carry  out  inner  party^democracy. 
aL  coSentiously  conLct  criticism  and  self-criticism.  Both  new  and  old 
cadres  and  native  cadres  and  cadres  from  other  places  should  support,  help, 
talk  with,  believe  and  understand  each  other  so  as  to  strengthen  uni  y  among 
themselves.  Efforts  should  be  made  to  uphold  the. party  committee  system 
and  to  integrate  collective  leadership  and  the  division  of  labor  with  in 
viLal  respLsibility  in  order  to  prevent  the  evil  practice 
viduals  monopolize  everything,  shifting  responsibility  on  o  e  . 

having  no  one  be  responsible.  During  the  past  several  years,  party  con 
grasses  at  all  levels  have  not  been  convened  in  a  timely  manner.  Such  a 
ftate  of  affairs  is  abnormal;  therefore,  we. must  convene  the  congresses  in 
line  with  the  party  constitution  and  the  given  date. 

The  urgent  task  we  face  is  to  vigorously  upgrade  the  standard  of 
professional  work,  and  political  theory  in  the  cadres  rank.  Of  more  tha 
1  million  cadres  throughout  the  province,  170,000  persons  with  jn  e  uc 
background  below  junior  middle  school  level,  whose  average  age  is 
45  yfaZ  must  ur'gently  upgrade  their  cultural  ‘ 

a  higher  cultural  standard  should  also  continue  their  study  to  reinforce 
thel?  ability  because  of  the  day-to-day  development  of  science  and  techn 
logy  and  the  program  of  building  the  four  modernizations. 
a^f  levels  shLld  approach  or  grasp  the^cadre  training 

Plane  of  strategv  in  order  to  promote  the  professional  ability  and  the  ^ 
political  and  iLologlcal  standard  of  all  cadres  to  meet  the  need  of  develop 

ing  the  new  situation. 

2^  We  should  grasp  the  central  link  of  conducting  education  on  party  uplrit 
in  order  to  vigorously  upgrade  political  quality  in  the  party  members  rank. 

tie  fundamental  llsue  of  party  building  in  the  new^hlstorlcal  period. 
Generally  speaking,  the  provincial  contingent  of  party  members  is  fine. 
HreJS  note  ttat  the  problet.  of  Impure  party 

large  number  of  party  members  has  been  quite  prominent  because  the 
nf  "the  Great  Cultural  Revolution"  has  not  been  totally  eliminated  and  the 
InfWeLf  of  iS^aa  orthe  exploiting  olaas  haa  Increased  under  the  ne»  sltua- 
Son  Some  party  members  are  short  of  training  and  education  spirit, 

or  have  been  weak  In  the  sense  of  J”ehlL 

nnd  discipline,  and  have  thus  Increased  individualism  and  anarchism 

in  their  minds!  Some  party-member  cadres,  particularly  leading  cadres,  have 
ion^Jr^rsonai  gaW  by  taking  advantage  of  their  position  and  power  result- 
1^10  ?hrri  Ky5e  of  series, bureaucracy.  To  deal  with  these  probl^s 
Within  the  party,  it  is  imperative  to  conduct  long-term  education  on  party 
spirit  among  party  members.  Efforts  should  be  made  to  organize  party  me  - 
SrrL  earLLly  atudy  the  scientific  theories  of  Marxism-Leninism-  and  Mao 
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Zedong  Thought  and  the  party's  basic  knowledge  and  to  carry  out  criticism 
and  self-criticism  by  bearing  in  mind  the  actual  situation  in  order  to  com¬ 
bat  attacks  by  bourgeois  ideas  and  the  lingering  ideas  of  feudalism.  All 
Communist  Party  members  should  know  well  the  party's  fundamental  truth 
regarding  nature,  programs,  fighting  targets,  revolutionary  purposes,  sense 
of  the  overall  situation,  and  iron  discipline.  Meanwhile,  efforts  should 
be  made  to  take  this  truth  as  major  content  in  training  themselves  in  order 
to  enhance  party  spirit.  All  party  members  should  go  into  practical  action 
to  answer  the  following  questions:  For  which  purpose  are  we  racking  our 
brains — for  communist  ideals,  the  countrys'  prosperity,  and  an  Increase  in 
the  people’s  affluence,  or  for  the  immediate  Interest  of  indlvidtials  and 
small  groups?  Which  interest  is  primary — the  Interest  of  the  party  and  the 
people,  or  the  interest  of  individuals?  Which  path  should  we  follow—that  of 
strictly  abiding  by  the  party's  discipline  and  strictly  following  orders 
and  prohibitions,  or  the  path  of  turning  a.  blind  eye  to  the  party's  dis¬ 
cipline  and  sticking  to  one's  old  ways?  Only  by  remembering  the  party  fight¬ 
ing  targets,  fundamental  purposes,  and  the  party  style  and  discipline  at 
all  times,  and  earnestly  practicing  what  we  advocate,  can  we  be  qualified 
Communist  Party  members  of  the  new  historical  period.  The  party  organiza¬ 
tions  at  grassroots  levels  should  implement,  in  an  overall  way,  the  eight 
basic  tasks  set  forth  by  the  party  constitution  and  strengthen  education  on 
management  among  party  members  in  order  to  enable  them  to  truly  be  the 
strong  bastion  of  battles.  The  party  committees  at  all  levels  should  at¬ 
tach  sufficient  Importance  to  the  current  slackened  and  unhealthy  phenomena 
of  some  grassroots-level  organizations,  and  deal  with  them  earnestly. 

What  we  must  stress  is  that  the  party-rmember  leading  cadres  roust  first  up¬ 
grade  their  political  quality.  The  reason  why  some  units  have  committed 
malpractices  is  chiefly  that  their  leading  cadres  have  had  impure  ideology 
and  have  personally  indulged  in  malpractices  and  neglected  their  duties. 

All  party-member  leading  cadres,  whatever  their  rank,  are  servants  of  the 
people.  They  should  faithfully  represent  the  interests  of  the  party  and 
the  people,  accurately  exercise  the  powers  entrusted  to  them  by  the  party 
and  the  people,  and  diligently  and  conscientiously  work  for  the  Interests  of 
the  people.  By  no  means  should  they  abuse  their  powers  to  seek  personal 
gains,  be  tainted  with  the  bad  habits  of  bureaucratism,  oi;  let  evil  trends 
and  unhealthy  practices  spread  unchecked.  They  must  be  strict  with  them¬ 
selves,  and  have  strong  sense  of  party  spirit,  high  level  of  awareness, 
and  excellent  work  style  in  order  to  set  an  example  among  the  vast  number  of 
party  members. 


We  should  combine  ideological  education  among  party  members  with  the  imple¬ 
mentation  of  party  discipline.  Those  who  violate  the  party  discipline  and 
indulge  in  unhealthy  practices  should  all  be  corrected,  without  exception. 
Those  who  violate  the  law  and  discipline  in  a  serious  manner  must  be  pun¬ 
ished  according  to  party  discipline  and  state  law.  Discipline  Inspection 
organizations  at  all  levels  should  conscientiously  perform  their  duties 
of  Straightening  out  the  party  style,  safeguarding  the  party  discipline, 
and  ensuring  the  implementation  of  the  party  line,  principles,  and  policies. 
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and  should  play  their  proper  role.  CPC  committees  at  all  leyels  should 
strengthen  their  leadership  over  the  discipline  inspection  work,  and  support 
discipline  inspection  departments  to  develop  self-construction. 

In  the  course  of  improving  the  political  quality  of  party-member  ranks,  we 
should  organize  the  vast  number  of  party  members  to  study  general  knowl'- 
edge,  science  and  technology,  and  professional  skills  in  order  to  improve 
their  ability  to  serve  the  people. 

3)  We  should  strengthen  the  party’s  work  with  the  masses,  and  mobilize  all 
positive  forces  to  serve  the  four  modernizations.  Party  organizations  at  all 
levels  should  carry  forward  the  party’s  fine  tradition  in  developing  work  with 
the  ;masses  of  all  classes  and,  in  particular,  with  workers,  peasants,  and 
intellectuals;  and  fully  mobilize  the  initiative  of  the  people  in  promoting 
the  development  of  various  undertakings.  Party  organizations  at  all  levels 
should  accept  the  supervision  from  the  masses,  listen  to  the  opinions  of 

the  masses,  show  concern  for  the  weal  and  woe  of  the  masses,  and  enthusias¬ 
tically  solve  problems  for  the  masses.  Party  organizations  should  improve^ 
Ideological  and  political  education  among  the  masses  in  light  of  the  specific 
situation  of  each  class,  and  should  draw  all  excellent  intellectuals  quali¬ 
fied  for  party  membership  into  party  organizations.  Special  attention 
should  be  paid  to  recruiting  those  Intellectuals  with  communist  awareness 
and  advanced . youths  into  the  party  in  order  to  change  the  situation  in 
which  the  level. of  general  and  scientific  knowledge  of  the  party-member 
ranks  is  relatively  low  and  the  average  age  is  relatively  old.  Trade  unions, 
the  CYL  organizations,  women’s  federations,  scientific  and  technological 
associations,  federations  of  literary  and  art  circles,  overseas  Chinese 
federations,  and  various  other  mass  organizations  are  an  important  link  and 
bridge  between  the  party  and  the  masses.  Party  organizations  at  all  levels 
should  attach  significance  to  their  important  role  in  the  new  period,  give 
guidance  to  their  work,  help  them  solve  problems  in  work  and  livelihood, 
support  them  in  effectively  developing  their  work  in  line  with  their  speci¬ 
fic  characteristics,  and  better  educate  and  unite  the  vast  number  of  the 
masses  to  contribute  their  own  efforts  to  building  the  two  civilizations. 

4)  We  should  successfully  build  the  party’s  leading  organs,  and  vigorously 
improve  work  quality  and  efficiency.  To  improve  and  strengthen  the  party 
leadership,  we  need  not  only  a  firm  leading  body,  but  also  work  organs  with 
good  workstyle,  high  efficiency,  and  cooperative  spirit.  The  "Decision" 
adopted  by  the  3d  Plenary  Session  fo  the  12th  CPC  Central  Committee  demands 
that  leading  organs  at  all  levels  orient  their  work  to  serving  the  develop¬ 
ment  of  productions,  serving  the  grassroots  units  and  enterprises,  and  ser¬ 
ving  state  prosperity  and  the  people’s  happiness.  We  must  Improve  service 
work  in  all  fields  through  the  practice  of  professional  work.  We  must 
consciously  correct  all  practices  which  cause  professional  work  to  digress 
from  serving  production  and  construction,  and  which  treat  the  masses  demands 
in  a  bureaucratic  manner. 

Persisting  in  the  practice  of  linking  theory  with  practice,  establishing 
close  contacts  with  the  masses,  and  conducting  criticism  and  self-criticism. 
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which  was  consistently  Initiated  by  Comrade  Mao  Zedong,  is  a  basic  premise 
of  achieving  the  service  work.  The  party's  three  major  work  styles  were 
seriously  damaged  by  "leftist"  mistakes, . especially  during  the  10-year  inter¬ 
nal  disorder  period.  Judging  from  the  overall  situation,  the  three  major 
work-styles  of  our  province’s  leading  party  organs  at  all  levels  are  under 
restoration  at  present.  However,  there  are  still  many  problems.  In  parti- 
cular,  we  fail  to  correctly  follow  the  ideological  line  of  seeking  truth  fr 
facts.  For  instance,  some  cadres  still  engage  in  formalism,  pay  lip-service, 
demand  uniformity  in  everything,  report  only  the  good  nev7S  and  not  the  bad, 
and  make  up  excuses  to  seek  private  gain.  These  activities  prevent  t  e 
development  of  the  party’s  undertakings.  Leading  organs  at  all  levels 
should  take  it  as  an  important  task  for  strengthening  their  o^  construe 
tion  to  carry  forward  the  party’s  traditional  ideological  style  and,  in  parti 
cular,  to  correctly  follow  the  Ideological  line  of  seeking  truth  from  facts. 
Cadres  at  all  levels  should  be  selfless,  be  brave  in  creating  a  new  situation, 
be  diligent  in  engaging  in  affairs,  link  the  central  authority  s  principles 
and  policies  with  actual  local  conditions,  and  have  creativeness  to  imp  emen 
principles  and  policies.  We  should  stress  efficiency,  seek  practical  results, 
and  direct  efforts  to  making  the  country  strong . and  the  people  ric  •  ® 

should  be  unselfish  and  magnanimous,  and  be  brave  in  persisting  in  truth  and 
correcting  mistakes.  We  should  eliminate  "excess  documents  and  meetings, _  go 
deep  into  the  masses,  conduct  investigations  and  studies,  and  guide  work  in 
line  with  the  actual  conditions. 

Leading  organs  at  all  levels  should  gradually  carry  out  scientific  management. 
The  organs  at  and  above  the  country  level  should  be  further  streamlined  and 
clearly  define  their  own  functions  and  responsibility.  We  should  perfect 
the  information  in  order  to  timely  and  correctly  convey  information  in  many 
fields.  Further  efforts  should  be  made  to  strengthen  the  construction  of  a 
"brain  trust."  We  should  adopt  the  method  of  dividing  the  work  and  coopera¬ 
ting  With  all  research  organlzatlonsto  accomplish  the  investigations  apd 
studies  regarding  certain  major  tasks.  We  should  strictly  set  up  and  im¬ 
prove  a  system  of  personal  responsibility  among  organs,  persist  in  examine 
tlons,  and  strictly  distinguish  reward  from  punishment  in  order  to  scienti 
ically  systematize  and  standardize  the  Institutional  work. 

Comrades:  The  socialist  modernization  that  we  are  engaged  in  is  a  great  re¬ 
volution.  In  the  course  of  the  revolution,  we  will  certainly  meet  various 
difficulties.  We  firmly  believe  that  we  will  be  able  to  completely  elimin  t 
an  difficulties  and  win  victory  under  the  guidance  of  the  CPC  Central  Com¬ 
mittee’s  correct  line  and  through  the  unity  of  the  party  and  the  unity 
between  the  party  and  the  people.  Let  2.7  million  party  members  and  55  mil¬ 
lion  people  in  bur  province  hold  high  the  banner  of  Marxism-Leninism-Mao^ 
Zedong  Thought,  be  brave  in  undertaking  the  heavy  tasks  in  conducting _the 
four  modernizations  and  the  reforms,  rouse  themselves  for  ® 

to  make.the  country  prosperous,  create  a  new  situation  in  work,  and  ™ake 
efforts  to  contribute  to  Hebei’s  flourishing  and  advance  and  to  the  realiza 
tion  of  the  long-range  communist  ideals. 


CSO;  4006/720 
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PROVINCIAL  AFFAIRS 


TEXT  OF  GUANGDONG  GOVERNMENT  1984  WORK  REPORT 

HK071025  Guangzhou  NANFANG  RIBAO  in  Chinese  22  May  85  pp  1,  2 

[''Government  Work  Report  by  Guangdong  Governor  Liang  Lingguang  at  the  Third 
Session  of  the  Sixth  Guangdong  Provincial  People’s  Congress  on  13  May  1985"-- 
passages  within  slantlines  published  in  boldface] 

[Text]  Fellow  deputies, 

In  1984,  our  province  made  some  new  achieyenents  on  the  political,  economic, 
scientific,  technological,  cultural,  and  educational  fronts  and  the  situation 
became  more  and  more  satisfactory.  1  now  submit  a  report  on  the  economic  situ¬ 
ation,  our  adherence  to  the  reforms,  on  giving  impetus  to  the  implementation  of 
the  open-door  policy,  and  on  economic  construction  for  examination  and  approval 
by  the  present  congress. 

The  New  Situation  in  Economic  Construction  in  1984 

In  1984,  by  focusing  our  attention  on  the  reforms,  we  enabled  the  national 
economy  to  develop  at  an  even  more  rapid  pace  and  the  province  made  even  great¬ 
er  achievements  in  implementing  special  policies  and  flexible  measures  and  in 
adhering  to  the  policy  of  opening  the  province  to  the  world  and  revitalizing 
the  domestic  economy.  Last  year,  the  province's  total  social  product  was 
77,58  billion  yuan,  a  16.4  percent  Increase  over  the  previous  year;  its  na¬ 
tional  income  was  35.28  billion  yuan,  a  14.3  percent  Increase  over  the  pre¬ 
vious  year;  and  its  gross  Industrial  and  agricultural  output  value  was  53.55 
billion  yuan,  an  increase  of  17.7  percent  over  the  previous  year.  The  gross 
industrial  and  agricultural  output  value  created  exceeded  that  prescribed  in 
the  "Sixth  5-Year"  Plan  one  year  ahead  of  schedule  and  the  situation  of  the 
province's  economic  construction  was  excellent. 

/In  1984,  in  the  course  of  readjustment,  the  province's  industrial  and  agri¬ 
cultural  production  steadily  and  harmoniously  developed./  In  the  6  years  since 
the  3d  Plenary  Session  of  the  11th  CPC  Central  Committee,  the  province's  indus¬ 
trial  and  agricultural  production  has  grown  rather  significantly.  Between 
1979  and  1983,  the  average  annual  growth  rate  of  the  province's  industrial 
production  was  9.4  percent  and  that  of  its  agricultural  production  was  7.7 
percent.  In  1984,  the  province's  gross  industrial  output  value  was  36.69 
billion  yuan,  a  20  percent  increase  over  the  previous  year,  and  its  gross 
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agricultural  output  value  was  16.86  billion  yuan,  a  13  percent  increase  over 
the  previous  year. 

Since  the  province  has  suitable  characteristics  for  the  growth  of  economic 
crops  and  for  the  development  of  diversification,  its  agticultural  production 
is  being  steadily  restructured  accordingly.  In  1984,  compared  with 
1978  the  area  of  land  devoted  to  the  growing  of  grain  decreased  by  14.987 
million  mu  and  yet  grain  output  totaled  39.2  billion  jin,  6.7  billion  3^® 
more  than  that  in  1978.  On  the  average,  grain  output  had  Increased  by ^l.i^ 
billion  jin  each  year.  In  the  29  years  preceding  1978,  although  we  had  de¬ 
voted  much  energy  to  developing  grain  production,  grain  output  only  increased 
by  about  600  million  jin  each  year  on  the  average.  In  the  past  6  years,  the 
output  of  sugarcane,  peanuts,  fruits,  and  other  economic  crops  has  increased 
enormously.  Last  year,  production  in  the  rural  area  continued  to 
the  direction  of  a  commodity  economy  and  forestry,  animal  husbandry,  sideline 
production,  fishery,  and  various  joint  agricultural-industrial-commercial 
undertakings  steadily  developed.  The  proportion  of  the  output  value  of 
forestry,  aniioal  husbandry,  sideline  production,  and  fishery  to  the  gross  agri¬ 
cultural  output  value  rose  from  39  percent  in  1978  to  49.6  percent  in  1984. 

In  1984  the  total  income  of  the  township  and  town  enterprises  in  province  was 
12.67  billion  yuan.  At  present >  about  30  percent  of  the  labor  force  in  the 
rural  areas  is  employed  by  industry,  commerce,  transportation,  building  con-- 
struction,  and  various  services  and  about  half  of  the  labor  force  in  the 
Zhujiang  Delta  area  is  employed  by  these  trades.  Last 

rate  of  agricultural  products  rose  from  about  40  percent  in  1978  to  about  60 
percent  and  in  the  Zhujiang  Delta  Area,  where  there  is  a  well  developed  com¬ 
modity  economy,  the  commodity  rate  of  agricultural  products  was  more  than  /O 
percent. 

Light  and  heavy  industries  developed  in  a  coordinated  manner.  In  1984,  the 
output  value  of  heavy  industry  exceeded  that  in  the  previous  year  by  14.6  per¬ 
cent  and  the  output  value  of  light  industry  exceeded  that  in  the  previous  year 
by  23  percent^  they  were  51  percent  and  111.7  percent,  respectively,  higher 
than  the  heavy  and  light  industrial  output  value  in  1978.  In  1978,  the  light 
industrial  output  value  was  only  58  percent  of  the  gross  industrial  output 
value.  It  rose  to  66.3  percent  in  1984.  In  the  past  few  years,  the  production 

of  textile  goods,  electronic  products,  household  electrical  appliances,  food¬ 
stuffs,  and  other  daily  consumer  goods  has  developed  at  a  rapid  pace  and  the 
production  of  high-quality  goods,  famous  brands  of  products,  expensive  &oods, 
and  durable  goods  has  steadily  increased.  This  shows  that  as  a  result  of  the 
restructuring  of  industry,  the  competitive  power  and  adaptability  of  our  pro¬ 
ducts  have  been  enhanced  and  that  a  light  industrial  structure  tliat  is  con¬ 
sonant  with  the  province's  special  circumstances  is  taking  shape. 

/The  progress  in  foreign  and  external  economic  work  indicates  the  advance 
made  by  the  province  in  the  course  of  opening  itself  to  the  world./  In  1984, 
in  foreign  trade,  we  readjusted  the  product  mix,  provided  export  ®®^^vice  on 
commission,  improved  business  management,  and  reduced  deficits.  The  total 
value  of  the  goods  purchased  was  4.92  billion  yuan  and  the  total  volume  of 
exports  was  $2.42  billion,  slightly  greater  than  that  in  the  prwxous  year. 

The  province  signed  17,500  contracts  concerning  the  use  of  foreign  capital. 
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54.8  percent  more  than  in  the  previous  year.  The  actual  amount  of  foreign 
capital  used  was  $650  million,  59.4  percent  more  than  in  the  previous  year. 

More  large  and  medium  productive  facilities  and  advanced  technological  facil¬ 
ities  were  imported  than  in  the  previous  year.  Such  facilities  included  a 
production  line  for  the  mass  production  of  integrated  dircuits,  a  float  glass 
production  line,  and  a  polyester  fiber  slicing  plant.  The  use  of  foreign 
capital,  previously  confined  to  the  coastal  areas,  gradually  became  popular 
in  the  mountain  areas.  Similarly,  the  Import  of  technologies  from  abroad  also 
gradually  became  popular  in  the  interior.  Our  economic  cooperation  with 
foreigners  was  more  flexible  and  more  diversified  than  ever  before.  Break¬ 
throughs  were  made  in  the  introduction  of  intellectual  resources  from  abroad. 
Some  enterprises  began  with  the  employment  of  foreign  experts.  Later  on,  they 
emplqyed  "management  groups"  from  abroad.  In  this  way,  we  were  able  to  learn 
froniithe  advanced  management  methods  and  technologies  developed  in  foreign 
countries , 

/An  encouraging  change  in  the  province's  economic  development  was  the  speeding 
up  of  technical  transformation./  In  1984,  the  province's  total  investment  in 
the  technical  transformation  of  its  enterprises  was  2,35  billion  yuan,  11.4 
percent  more  than  that  in  the  previous  year  and  840  percent  more  than  that  In 
1979.  In  the  past  5  years,  the  province  has  invested  a  total  of  7.35  billion 
yuan  in  teclinlcal  transformation  and  arranged  7,395  technical  transformation 
projects.  The  focus  of  technical  transformation  was  on  the  large  and  medium 
cities,  the  textile  industry,  light  industry,  and  electronics  industry.  The 
purpose  of  technical  transformation  was  to  enable  the  large  and  medium  cities 
and  the  major  industries  and  major  products  to  be  up  to  the  international 
standards  reached  by  other  countries  in  the  late  1970's  and  early  1980's. 

Some  cities,  counties,  and  industries  did  pay  attention  to  combining  the  import 
of  advanced  technologies  and  facilities  with  the  technical  transformation  of  the 
existing  enterprises.  At  first,  technical  transformation  was  carried  out  piece¬ 
meal.  Gradually,  it  was  carried  out  with  priorities  and  in  a  planned  manner. 
Beginning  with  the  import  of  single  pieces  of  machinery  and  single  assmbly 
lines  and  the  technical  transformation  of  individual  facilities,  the  enter¬ 
prises  eventually  imported  complete  sets  of  advanced  facilities  and  production 
lines  and  carried  out  technical  transformation  throughout  various  industries. 

In  addition,  they  no  longer  simply  imported  technologies.  They  combined  it 
with  trade.  Apart  from  this,  they  also  improved  the  quality  of  their  products, 
developed  new  products,  and  speeded  up  the  upgrading  and  renewal  of  their 
products.  So  far  the  textile  industry  has  imported  7,185  sets  of  facilities. 
About  90  percent  of  these  facilities  have  produced  economic  results  and  some 
of  them  have  filled  gaps  in  the  province  and  the  country.  The  electronics  in¬ 
dustry  has  Imported  75  production  or  assembly  lines  and  more  than  2,500  sets 
of  facilities,  thus  enhancing  its  ability  to  produce  finished  products,  com¬ 
ponents,  and  parts.  The  textile  industry,  light  industry,  and  electronics  in¬ 
dustry  Import  technologies  in  order  to  give  impetus  to  the  technical  trans¬ 
formation  of  various  enterprises.  As  a  result  of  this,  some  products  have  been 
gradually  upgraded,  their  variety  has  increased,  and  they  have  become  market¬ 
able  in  the  province  and  other  parts  of  the  country.  Some  have  even  gained 
entrance  to  the  international  market. 

/The  rapid  development  of  tertiary  industry  was  a  marked  feature  of  Guangdong's 
economic  development./  In  1984,  the  total  output  value  of  Guangdong's  tertiary 
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industry  amounted  to  12.8  billion  yuan,  a  21.6  percent  increase  over  tbe  pre¬ 
vious  year,  and  an  additional  582,000  people  were  engaged  in  tertiary  indus¬ 
try.  The  province's  1984  retail  sales  reached  27.33  billion  yuan,  up  21.3 
percent  over  1983.  Urban  and  rural  fair  trade  continued  to  grow.  The  abun¬ 
dant  supply  of  commodities  and  the  brisk  purchasing  and  marketing  in  the 
market  put  an  end  to  the  situation  of  short  supply  which  lasted  for  a  long 
time.  In  order  to  suit  the  new  situation  of  commercial  development,  while 
increasing  the  number  of  state— owned  commercial  shops,  the  number  of  collec¬ 
tive  and  individual  households  engaged  in  commerce  increased  to  over  580,000, 
totaling  over  1.03  million  people.  This  figure  outstripped  the  total  number 
of  Staff  and  workers  in  the  state-ovmed  commerce  and  the  supply  and  marketing 
cooperatives.  The  commercial  centers  for  every  1,000  people  increased  from 
1.8  in  1979  to  10.5,  which  enlivened  the  urban  and  rural  economies  and  made 
things  convenient  for  the  people. 

As  the  initiative  of  the  state,  the  collective,  and  the  individual  were  all 
encouraged,  transport  businesses  v^ere  brisk  and  the  past  situation  of  state 
monopoly  came  to  an  end.  With  the  funds  mustered  thirough  various  channels, 

10  bridges,  each  with  a  length  of  more  than  200  meters,  were  built  and  opened 
to  traffic  in  1984,  As  a  result,  vehicles  no  longer  had  to  use  the  ferries 
along  the  Guangzhou-Shenzhen,  Guangzhou-Zhuhai,  and  Guangzhou-Zhaoqing  high¬ 
ways.  Marked  progress  was  registered  in  taxi  business  in  large  and  medium 
size  cities  and  in  inland  water  and  sea  transport.  The  pace  of  posts  and 
telecommunications  buklding  v/as  also  accelerated. 

Tourism  continued  to  flourish.  By  1984,  a  tptal  of  144  guesthouses  and  ' 
hotels,  with  46,000  beds,  were  built,  and  renovated  with  foreign  investment, 
a  9— fold  increase  over  1978.  A  tourist  service  network  with  Guangzhou  at  its 
center  began  to  take  shape.  In  1984,  the  tourist  departments  received  1.837 
million  visitors  from  llong  Kong,  Macao,  and  abroad,  an  3.8.5  percent  increase 
over  the  previous  year.  Foreign  exchange  (converted  into  renminbi)  earned 
through  tourism  was  488  million  yuan,  up  ]-4p  percent  over  1983.  Moreover, 
the  number  of  design,  decoration,  construction,  and  automatic  control  companies 
and  all  kinds  of  technical  and  information  consultative  companies  increased. 

The  tertiary  industry  played  an  increasingly  important  service  and  intermediary 
role  in  Guangdong's  economic  construction. 

/On  the  basis  of  production  development,  the  people's  living  standard  further 
improved./  In  1984  jobs  were  given  to  310,000  people  in  cities  and  towns.  The 
income  of  workers  and  peasants  continued  to  increased.  The  avofogo  annual  cash 
wage  (including  bonsues,  subsidies,  and  allowances)  for  workers  and  staff  was 
1,153  yuan,  a  16.2  percent  or  161  yuan  more  than  the  previous  year.  Tlie^ 
actual  increase  in  xrorkers'  wages  stood  at  14  percent  wlien  the  cost  of  living 
increase  was  factored  in.  According  to  a  sample  survey,  the  average  annual 
per  capita  income  of  the  peasants  was  425  yuan,  up  7.4  percent.  Urban  and 
rural  savings  deposits  amounted  to  11.76  billion  yuan,  47.1  percent  more  than 
the  1983  year-end  figure.  Housing  for  both  urban  and  rural  dwellers  was  also 
Improved . 

The  above-mentioned  circumstances  show  that  Guangdong's  economic  structure 
became  rational,  the  proportional  relations  of  the  economy  were  well-coordin¬ 
ated,  and  the  relations  between  production,  construction,  and  the  people's 
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lives  were  reasonably  arranged.  The  isolated  economic  system  became  an  open 
economic  system  and  Guangdong's  advantages  were  brought  into  full  play  in 
economic  construction. 

The  favorable  new  situation  was  the  result  of  further  instituting  the  economic 
reforms  and  opening  to  the  outside  world  and  enlivening  the  domestic  economy. 

In  1984 j  while  the  rural  reform  developed  in  depth,  the  focus  of  reform  was 
put  on  cities.  A  series  of  reforms  were  carried  out  in  planning,  pricing, 
industry,  capital  construction,  circulation,  administrative  management,  and 
other  fields.  State-owned  enterprises  underwent  the  second  stage  of  the  reform 
to  substitute  tax  payments  for  the  delivery  of  profits.  The  reform  and  enter¬ 
prise  consolidation  pushed  production  forward  and  accumulated  experience  for 
the  restructuring  of  the  national  economy,  with  the  focus  on  the  urban  economy. 
In  1984,  the  reforms  which  had  an  importa:nt  bearing  on  economic  development 
included  extending  the  decisionmaking  power  of  enterprises,  developing  economic 
relations  among  enterprises  and  regions,  implementing  the  tender  system  for 
construction  projects,  and  the  system  of  the  city  exercising  leadership  over 
the  surrounding  counties. 

In  1984,  we  further  extended  the  decisionmaking  power  of  industrial  enterprises 
and  irapleiiiented  various  forms  of  economic  responsibility  systems  within  enter¬ 
prises.  Enterprises  were  encouraged  to  carry  out  competition  under  the  guid¬ 
ance  of  planning.  Vitality  was  Instilled  into  enterprises  so  that  they  could 
enhance  their  motivlty  and  ability  for  self-transformation  and  self-development 
and  could  attach  importance  to  production,  science,  and  technology  as  well  as 
to  market  information,  developing  net;  products,  and  improving  product  quality. 
Consequently,  a  number  of  enterprises  were  converted  from  production  type  into 
production  and  business  type  enterprises  and  their  adaptability  was  enormous¬ 
ly  enhanced . 

In  1984,  we  also  developed  economic  and  technical  relations  among  enterprises 
and  regions,  opened  up  a  technical  market,  and  encouraged  the  economically  de¬ 
veloped  areas  along  the  coast  to  transfer  their  technologies  to  the  interior 
and  mountainous  areas.  Some  cities  and  counties  along  the  coast  imported 
advanced  technology  from  foreign  countries  and  carried  out  economic  and  tech¬ 
nical  cooperation  between  counterpart  organizations*  The  mountainous  areas  in 
the  Interior,  however,  made  use  of  the  funds  and  technology  of  the  plain  areas 
to  jointly  exploit  the  natural  resources.  As  a  result,  they  helped,  comple¬ 
mented,  and  benefited  each  other. 

In  1984  Guangdong  Implemented  the  investment  contract  system  and  the  tender 
system  for  construction  projects,  cut  down  production  costs,  shortened  the 
construction  cycle,  improved  the  quality  of  projects,  and  achieved  better  re¬ 
sults.  Compared  with  the  period  before  reform,  the  construction  cycle  of  the 
projects  in  Guangzhou,  Shenzhen,  and  other  localities  was  shortened  by  around 
20  percent.  In  many  multistory  buildings,  while  cbnstruction  continued  in  the 
upper  Storys,  business  started  in  the  lower  storys,  thus  better  economic  re¬ 
sults  were  achieved. 

In  1984  we  launched  pilot  proj  ects  for  the  overall  reform  of  the  urban  economic 
structure,  implemented  the  system  of  the  city  exercising  leadership  over  the 
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surrounding  counties,  and  completed  in  an  all-round  way  the  country  level 
structural  rclon.  and  the  aeparatlcn  of  sovcrnmant  adnlol^ratton  trM  con- 
mune  management.  The  pilot  projects  for  the  overall  reform  of  the  urban 
economy  launched  in  Guangzhou,  Zhanjiang,  Foshan,  and  Jiangmen  were  "^e^u 
SStSn  for  the  urban  areae  In  brlnglns  along  the  rural  areas  and  for  _ 
Implenenting  the  system  of  the  city  exercising  leadership  over  the  surround- 
ing  counties  in  an  all-round  manner. 

The  changes  effected  through  reform  in  the  year  were  manifested^in  the  economic 
growth  and  new  scientific  research  achievements  as  well  as 

Socialist  spiritual  civilization,  hy  further  strengthening  political  and^ 
ideological  work,  we  inspired  the  people's  spirit  to  vigorously  forge  ahea  . 

The  activities  of  "five  stresses,  four  beauties,  and  three  loves  centered  o 
Lilding  civilized  units  were  carried  out  throughout  the  province.  These  ac¬ 
tivities  further  improved  the  general  social  mood  and  public  order.  uc  - 
IZLl  undertakings  developed  vigorously  as  all 

tance  to  the  exploitation  of  intellectual  resources  and  to  the  training  of 
talented  people.  With  the  development  of  reform  and  the  open-door 
fine  situLion  of  active  thinking  and  creativity  emerged  in  the  fields  of 
cS^rf  art  press,  publication,  radio,  and  television.  Sports  activitxes 
Stend^  Tll'oLr  thc'urban  and  rural  areas. 

at  home  and  abroad.  New  contributions  were  made^in  public  health  work  to  pre 
vent  disease,  cure  sickness,  and  ensure  the  people  s  health. 

The  new  achievements  scored  to  various  fronts  in  the  past  year  are  the  results 
of  the  army  and  people  of  the  whole  province  fighting  in  unity.  The 
ranS  oHLlcers!  pLsants.  and  intellectuals  have  put  in  a^lot  of  hard  work 
to  develop  the  favorable  situation;  the  PLA  troops  stationed  in  Guangdong  and 
the  public  security  armed  forces  have  carried  forward  the  glorious  tradition 
of  the  army  rescued  the  people  from  disaster  areas,  and  supported  and  defended 
the  luming  of  the  four  modernizations;  the  broad  ranks  of  cadres  have  worked 
hard  and  a  large  number  of  cadres  who  are  open-minded,  who  are  in  the  prime 
of  life  and  who  dare  to  forge  ahead  are  being  tempered  on  various  fronts  and 
in  all  jtrades;  under  poor  working  conditions  and  with  difficulties  in  their 
life,  scientific  and  technical  persoimel  have  played  an  important 
celektin-  Guangdong's  economic  construction;  the  CPPCC  at  all  levels,  demo¬ 
crat  parties,  and  patriotic  personages  have  off ered  advice  and  made  sugges- 
tns  ftt  building  of  the  Lur  moderhizations;  and  the  vast  numbers  of 
overseas  Chinese  and  Hong  Kong.  Macao,  ahd  Taiwan  compatriots  teve  show^^ 
for  and  supported  the  building  of  their  hometowns  and  have  dedicated  themselves 
^rth7cSrLtlon  of  the  morterlsnd.  The  people  of  the  whole  province  Imve 
profoundly  realized  from  the  increasingly  favorable  situation  that  the  line, 
principleL  and  policies  formulated  since  the  3d  Plenary  Session  of _ the  ll^h 
CPC  Central  Committee  are  correct.  So  long  as  we  unswervingly  take  the  road 
feforrand  0^0^^  to  the  outside  world,  we  will  certainly  be  able  to  create  a 
new  situation  in  Guangdong's  economic  construction. 

Fellow  delegates,  under  the  favorable  situation  of  the  vigorous  development 
of  Guangdong's  economic  construction,  we  must  also  be  aware  of  some  problems 
in  econoSc  devLpment  that  call  for  attention.  Some  of  these  ^ 

StherseSous.  Since  the  fourth  quarter  of  last  year,  as  we  failed  to  exer¬ 
cise  strict  control  over  credit,  the  consumption  funds  have  increased  sharply 
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and  an  excess  of  currency  has  been  Issued.  Meanwhile,  some  party  and  govern¬ 
ment  organs  and  units  have  engaged  in  businesses  and  some  have  even  resold 
goods  in  short  supply  and  imported  commodities;  some  localities  and  depart¬ 
ments  have  indiscriminately  hiked  prices  and  exacted  charges;  some  units  have 
reclclessly  issued  bonuses,  allowances,  and  consumer  goods;  and  some  organiza¬ 
tions  liave  gone  in  for  ostentation  and  extravagance  and  have  entertained 
guests  and  sent  gifts  at  public  expense.  The  illegal  elements  in  society 
have  taken  the  opportunity  to  disrupt  the  market.  If  these  problems  are  not 
promptly  solved,  they  are  bound  to  seriously  affect  the  progress  of  reform. 
Naturally,  the  problems  currently  existing  in  economic  life  are  but  minor  as¬ 
pects  that  have  emerged  in  the  course  of  advance.  Some  problems  are  to  be 
solved  by  further  reforms  and  opening  the  door  wider  to  the  outside  world. 

Some  are  long-standing  problems,  being  a  reflection  of  outmoded  ideas  and 
force  of  habit.  These  problems  should  also  be  solved  in  the  course  of  reform 
and  opening  to  the  outside  world.  Some  problems  are  consequences  of  our  poor 
management.  By  implementing  the  spirit  of  the  national  conference  of  gover¬ 
nors  and  adopting  a  series  of  measures,  the  illegal  offenses  are  being  at¬ 
tacked,  the  unhealthy  tendencies  are  being  restrainted,  and  the  situation  has 
turned  for  the  better.  With  regard  to  Hainan’s  mistake  in  importing  large 
numbers  of  cars  and  consumer  goods  and  reselling  to  other  localities  without 
authorization  in  violation  of  state  policies,  the  problem  is  rather  serious  and 
the  central  arid  provincial  authorities  are  examining  and  handling  the  matter. 
Facts  have  proved  that  these  problems  can  be  solved  so  long  as  we  attach  great 
importance  to  them,  seek  unity  of  thinking  and  action,  resolutely  Implement 
the  stipulations  of  the  CPC  Central  Committee  and  the  State  Council,  and  en¬ 
courage  the  leading  cadres  at  all  levels  to  take  the  lead  in  obseirving 
law  and  discipline  and  to  strengthen  management  over  the  leading  organs  and 
state-owped  enterprises  and  institutions. 

Continue  To  Push  Economic  Construction  Forward  With  the  Focus  on  Reform 

The  year  1985  is  the  last  year  for  fulfilling  the  Sixth  5-Year  Plan  in  ati  all¬ 
round  way  and  the  first  year  for  implementing  the  Decision  of  the  CPC  Central 
Committee  on  Reform  of  the  Economic  Structure,  The  main  tasks  of  government 
work  tliis  year  are;  To  further  implement  the  principle  of  enlivening  the 
domestic  economy  and  opening  to  the  outside  world,  continue  to  implement  the 
special  policies  and  flexible  measures  approved  by  the  central  authorities, 
carry  out  the  reform  of  the  economic  structure  in  a  vigorous  and  steady  man¬ 
ner,  maintain  the  coordinated  development  of  the  national  economy,  fulfill 
and  overfulfill  all  the  targets  of  the  Sixth  5-Year  Plan  in  an  all-round  way, 
and  prepare  conditions  for  the  Seventh  5-Year  Plan.  On  the  basis  of  attain¬ 
ing  better  economic  results  and  -increasing  national  income,  strive  to  maintain 
a  balance  in  finance  ax\d  credit,  appropriately  arrange  accumulation  and  con¬ 
sumption,  ensure  that  the  people's  living  standard  is  improved,  and  push  the 
building  of  socialist  spiritual  civilization  and  other  undertakings  forward. 

Since  the  beginning  of  this  year,  there  has  been  a  sharp  growth  in  production, 
construction,  circulation,  and  revenue.  On  the  one  hand,  it  shows  that  reform 
and  opening  to  the  outside  have  aroused  the  initiative  for  developing  social¬ 
ist  commodity  production  and  that  the  economic  development  has  embarked  on 
the  track  of  simultaneously  attaining  fast  growth  rate  and  results.  On  the 
Other  hand,  the  fast  growth  rate  has  been  supported,  to  a  certain  extent,  by 
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the  excessive  credit  and  investment  in  capital  construction,  the  sharp  growth 
of  consumption  funds,  and  the  import  of  large  amounts  of  raw  materials  and 
machine  parts  in  1984,  particularly  the  fourth  quarter.  It  is  difficult  for 
such  a  situation  to  last  long  and  it  will  lead  to  a  new  strain  on  funds,  _ 
energy,  communications,  and  rax^  materials.  Therefore,  the  leading  cadres  of 
the  governments  and  departments  at  all  levels  must  be  sober-minded  and  never 
try  to  blindly  seek  high  growth  rates  irrespective  of  their  financial  and 
material  resources  and  the  economic  results.  We  must  view  the  favorable  situ¬ 
ation  from  two  aspects  and  seriously  handle  the  problms  existing  in  the  cur¬ 
rent  economic  work.  Xifhile  arranging  the  scale  of  construction  and  production, 
it  is  necessary  to  take  into  account  the  capacity  of  financial  resources, 
energy,  communications,  raw  materials,  and  basic  facilities.  On  no  account 
should  we  rush  headlong  into  mass  action.  X^e  must  adhere  to  seeking  truth 
from  facts  and  acting  according  to  our  capability,  stress  overall  economic 
results  and  developing  in  a  proportional  and  coordinated  manner,  take  note  of 
maintaining  a  normal  and  sustained  growth  rate  and  a  stable  economic  environ¬ 
ment,  and  ensure  the  smooth  progress  of  reform. 

Not  long  ago.  Comrade  Deng  Xiaoping  emphatically  pointed  out  that  China’s^ 
ongoing  reform  and  the  policies  of  opening  the  provinces  to  each  other  and  the 
country  to  the  outside  world  are  firm  and  unshalcable.  Our  principle  is  to  open 
wide  and  not  to  restrict.  The  governments  at  all  levels  should  implement  the 
spirit  of  Comrade  Xiaoping's  instruction  and  the  Decision  of  the  CPC  Central 
Committee  on  Reform  of  the  Economic  Structure  and,  in  accordance  with  t  e 
guiding  princjlple  of  "being  steadfast  and  prudent  in  fighting  the  first  battle 
and  being  sure  to  win,"  continue  the  reform  of  the  economic  structure,  with  the 
focus  on  the  urban  economy,  open  the  door  wider  to  the  outside,  enliven  the 
domestic  economy,  and  further  promote  Guangdong's  economic  construction. 

/I.  Push  fon^ard  the  reform  in  a  vigorous  and  steady  manner./ 

In  reforming  the  urban  economic  structure,  it  is  necessary  to  pay  attention  to 
the  following;  Simplify  administrative  procedures  and  delegate  power, ^open  the 
door  wider,  and  invigorate  enterprises.  Invigorating  enterprises  is  the  start¬ 
ing  point  and  also  the  target  of  reform.  In  invigorating  enterprises,  we  must 
lay  stress  on  instilling  vitality  into  the  large-  and  medium-sized  backbone 
enterprises.  Guangdong  has  carried  out  some  reforms  to  extend  the  decision¬ 
making  power  of  enterprises,  but  failed  to  properly  implement  some  measures. 
Hence,  we  must  continue  to  implement  the  measures  on  instilling  vitality  into 
enterprises.  All  localities  and  departments  should  earnestly  implement  the 
Provisional  Regulation  of  the  State  Council  on  Further  Extending  the  Decision¬ 
making  Power  of  S hate-owned  Industrial  Enterprises  and  let  the  enterprises 
become  relatively  independent  economic  entities  and  producers  as  well  as  man¬ 
agers  of  socialist  commodity  production  that  carry  out  independent  operation 
and  management  and  assume  sole  responsibility  for  their  profits  and  losses,  so 
that  the  enterprises  can  carry  out  self-transformation,  develop  production, 
and  increase  profits.  The  decisionmaking  power  stipulated  by  the  State  Council 
the  provincial  government  must  be  genuinely  delegated  to  the  enterprises. 
The  companies  of  an  administrative  nature  in  which  government  function  is  not 
separated  from  business  management,  and  the  problem  of  excessive  and  rig i 
control  must  be  solved  particularly.  X\fe  must  also  accelerate  the  operation  and 
management  of  small  state-owned  enterprises  which  are  to  be  carried  out  on  con¬ 
tract,  transfer,  leasing,  or  share-division  basis,  X'Jhile  extending  the 
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decisioimaking  power  of  enterprises,  it  is  necessary  to  pay  attention  to  enter¬ 
prise  consolidation,  reform,  restructuring,  and  combination.  Enterprises 
should  do  a  good  job  of  internal  reforra;  continue  to  carry  out  reforms  in  re¬ 
cruitment,  distribution,  and  labor  insurance;  perfect  the  various  forms  of 
economic  responsibility  systems;  strengthen  labor  protection;  ensure  safety 
In  production;  enhance  workers’  technical  training;  promote  modernized  enter¬ 
prise  mahagement;  improve  the  quality  of  enterprises;  achieve  better  economic 
results;  and  effect  a  change  toward  business  and  exploitation  type  enter- 
prises^ 

In  accordance  with  the  unified  state  plan,  the  reforms  of  the  wage  and  the 
price  systems  constitute  two  important  tasks  in  the  reform  of  China's  economic 
structure  this  year.  The  emphasis  in  wage  reform  in  1985  will  be  on  elimin¬ 
ating  tile  current  irrationhiities,  so  that  the  egalitarian  practice  of  every¬ 
body  eating  from  the  "same  big  pot"  in  the  distribution  of  wages  will  be  gradu¬ 
ally  abolished  and  a  new  wage  system  better  embodying  the  principle  of  distri¬ 
bution  according  to  work  will  be  instituted.  In  government  departments  and 
institutions,  a  system  in  which  wages  are  related  to  specific  work  posts  will 
be  introduced,  linking  the  wages  of  workers  and  cadres  closely  with  their 
specific  jobs,  responsibilities,  and  contributions.  In  state  enterprises 
where  conditions  permit,  the  method  of  letting  the  total  payroll  fluctuate 
according  to  economic  performance  will  be  gradually  introduced,  tying  the 
wages  and  bonuses  of  workers  and  management  personnel  to  the  economic  per¬ 
formance  of  their  etnerprise  and  to  their  personal  contributions.  Enterprises 
where  conditions  for  reform  are  not  yet  ripe  can  follow  the  existing  methods 
after' making  some  improvements. 

The  reform  of  the  Wage  system  in  Guangdong  should  be  carried  out  strictly 
according  to  the  state  plan.  All  localities,  departments,  enterprises,  and 
institutions  should  proceed  from  the  overall  situation  and  conscientiously 
abide  by  the  regulations  pertaining  to  the  wage  reform.  Before  the  central 
authorities  have  determined  the  ratio  between  Guangdong's  total  payrolls  and 
taxes  of  profits  to  be  delivered  to  the  state,  all  enterprises  should  follow 
the  unified  plan  of  the  province  in  carrying  out  wage  reform  and  conduct 
well  the  calculation  work  and  pilot  projects  approved  by  the  provincial  au¬ 
thorities;  No  localities  must  be  allowed  to  extend  their  pilot  projects. 

The  wage  reform  of  administrative  units  and  institutions  should  be  carried  out 
withih  the  control  figures  set  by  the' state  for  the  payroll.  It  is  impermis¬ 
sible  fbr  them  to  Introduce  extra  wage  increases  by  drawing  on  local  financial 
resources;  to  establish  their  own  wage  scales,  or  to  launch  wage  reform  at 
their  owti  expense.  The  reform  plans  must  follow  the  standard  set  by  the  state. 
As  Guangdong's  prices  and  workers ‘  wages  are  relatively  high  and  there  are 
many  joint  ventures,  while  following  the  wage  standard  set  by  the  state, 
appropriate  regional  subsidies  will  be  granted  with  the  State  Council  s  ap¬ 
proval.  Now  we  must  do  the  calctilation  work  well  and  fix  the  number  of  staff. 

All  locaiitles  and  departments  Should  set  up  wage  reform  leading  bodies  and 
honduOt  political  and  ideological  work  among  the  broad  ranks  of  cadres  and 
masses.  Wages  should  be  increased  only  in  light  of  production  development 
and  with  the  attainment  of  better  economic  results.  If  we  go  beyond  this 
limit  arid  raise  wages  too  much,  it  is  bound  to  lead  to  a  drastic  increase  of 
consumption  funds,  which  will  upset  the  rational  proportion  of  consumption 
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and  accumulation  in  the  distribution  of  the  national  income  and  add  diffi¬ 
culties  to  reform.  Moreover,  we  will  lose  the  superiority  in  carrying  out 
economic  and  technical  cooperation  with  the  outside  world  if  our  wages  are 
too  high.  Therefore,  we  must  prevent  these  practices.  We  cannot  expect  too 
much  in  the  wage  increase  for  it  will  not  be  possible  to  solve  at  one  stroke 
all  the  problems  that  have  accumulated  in  the  wage  system  over  the  past  two 
decades  or  more.  So  long  as  we  straighten  out  the  relations  of  wages,  the 
income  of  cadres  and  workers  will  steadily  and  frequently  increase  with  the 
development  of  production  and  attainment  of  better  economic  results. 

In  carrying  out  the  reform  of  the  price  system  this  year,  we  will  adopt  a 
policy  which  combines  relaxed  control  with  Readjustments  and  aims  at  progress 
in  measured  steps.  In  the  reform,  we  must,  in  light  of  actual  conditions, 
conscientiously  carry  out  the  principle  of  raising  the  prices  of  some  com¬ 
modities  while  lowering  those  of  others  and  strive  to  maintain  the  basis 
stability  of  commodity  prices  as  a  whole.  The  main  points  of  the  price  re¬ 
form  are  as  follows;  Lift  restrictions  on  the  purchase  and  marketing  prices 
of  live  hogs,  readjust  the  purchase  and  marketing  prices  of  grain  in  the  rural 
areas,  and  appropriately  raise  charges  for  short-distance  railway  transport. 
From  the  beginning  of  this  year,  Guangdong  has  abolished  the  system  of  fixed 
state  purchases  and  ration  supply  of  live  hogs  at,  market  prices ,  impleiiented 
the  system  of  purchase  and  marketing  at  negotiated  prices,  and  provided  the 
urban  residents  with  a  certain  amount  of  price  subsidies.  The  systera  of  fixed 
state  purchases  of  freshwater  fish  and  silk  cocoons  has  also  been  abolished  and 
replaced  by  purchase  and  marketing  at  negotiated  prices.  Moreover,  the  system 
of  unified  state  purchases  of  timber  in  the  collective  forests  has  beexR 
abolished.  Except  for  the  goods  stipulated  by  the  central  and  provincial  au¬ 
thorities  which  will  be  marketed  at  unified  prices,  price  controls  on  most  of 
the  manufactured  consumer  goods  for  daily  use  will  be  relaxed  and  the  enter¬ 
prises  will  determine  the  prices  by  themselves. 

Meanwhile,  we  will  properly  widen  price  differences  for  products  of  different 
quality  and  increase  regional  price  differences,  facilitate  rational  commodity 
circulation,  and  reduce  or  eliminate  expensive  and  unmarketable  products  of 
inferior  quality.  The  prices  of  raw  and  semi-finished  materials,  fuels,  and 
other  major  means  of  production  which  are  distributed  according  to  state  plan 
will  remain  unchanged,  while  those  not  included  in  the  plan  will  be  marketed 
at  small  profits.  However,  enterprises  are  not  allowed  to  resell  at  high 
prices  the  things  distributed  according  to  state  plan. 

Tlie  reform  of  the  price  system  is  the  key  to  the  success  or  failure  of  the 
-reform  of  the  economic  structure  as  a  whole.  Guangdong  took  a  step  ahead  of 
others  in  the  reform  of  the  price  system.  This  played  an  effective  role  in 
straightening  out  the  irrational  phenomenon  of  price  deviating  from  its  value 
and  retail  price  being  lower  than  state  purchasing  price  and  in  improvlhg 
etnerprisc  operation  and  management,  attaining  better  economic  results,  and 
promoting  commodity  production  and  excliange.  Under  the  unified  state  plan, 
we  must,  in  1985,  be  prudent,  avoid  rushing  headlong  into  mass  action,  and  en¬ 
sure  the  smooth  progress  of  the  reform  of  the  economic  structure. 
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With  the  reform  of  the  urban  and  rural  economic  structures  fully  under  way , 
it  is  necessary  to  correspondingly  reform  the  system  of  science  and  technol~ 
ogy.  The  Decision  of  the  CPC  Central  Committee  on  REforni  of  the  System  of 
Science  and  Technology  is  another  important  document  following  the  Decision 
of  the  CPC  Central  Committee  on  Reform  of  the  Economic  Structure.  We  must 
conscientiously  implement  the  spirit  of  the  "Decision"  and  resolutely  reform;  ' 
the  system  of  science  and  teclinology  in  a  step  by  step  manner  according  to 
the  principle  that  economic  construction  must  rely  on  science  and  technology 
and  scientific  and  technological  work  should  cater  to  the  heeds  of  economic 
construction.  It  is  necessary  to  appropriately  solve  the  commercialization 
of  scientific  and  technological  achievements,  extend  the  decisionmaking  power 
of  the  research  organs  and  institutions,  and  strengthen  macroscopic  control 
of  the  government  organs  over  scientific  and  technological  work.  The  ihde-  '  = 
pendent  research  institutions  should  cater  to  the  needs  of  society,  become 
independent  research  and  exploitative  entities,  and  possess  the  capability  of' 
self -development  and  the  vigor  of  spontaneously  serving  the  economic  construc¬ 
tion.  It  is  necessary  to  value  intellectual  labor,  ensure  the  rational  mobil¬ 
ity  of  talented  people,  and  train  scientific  and  technical  personnel  through 
various  channels. 

With  the  reform  of  the  urban  economic  structure  under  way,  the  refom  of  the 
government  economic  management  organs  is  all  the  more  pressing.  In  accordance 
with  the  principle  of  separating  government  administration  from  business  man¬ 
agement,  simplifying  administrative  proceduires,  and  delegating  power,  the  ' 
economic  management  departments  at  all  levels  should  correctly  exert  the 
functions  of  governraeht  organs  managing  the  economy.  They  should  learn  to  use 
the  economic  levers  and  means  to  manage  the  economy,  give  full  play  to  the 
functional  role  of  the  government  economic  departments  over  macroscopic  econ¬ 
omic  adjustment,  control,  and  management,  and  try  to  lessen  direct  interfer¬ 
ence  over  enterprise  production,  operation,  and  management  as  much  as  possible. 
It  is  necessary  to  reform  in  a  step  by  step  manner  the  companies  of  an  adminis¬ 
trative  nature  in  which  government  administration  is  not  separated  from  busi¬ 
ness  management  and  to  organize  trade  associations  on  a  trial  basis.  With 
regard  to  the  regional  administrative  management  system,  the  whole  province 
will  implement  the  system  of  cities  exercising  leadership  over  the  surrounding 
counties.  Meanwhile,  reform  experiments  will  be  conducted  on  merging  towns  and 
districts  and  toxims  exercising  leadership  over  the  villages. 

The  all-round  reform  of  the  urban  economic  system  has  laid  favorable  conditions 
for  further  reforms  in  the  rural  areas.  In  1985,  the  rural  areas  should  imple¬ 
ment  the  spirit  of  the  central  Document  No  1  and  lay  stress  on  reforming  the 
system  of  unified  and  fixed  state  purchases  of  farm  produce  and  readjusting  the 
rural  production  structure.  The  unified  and  fixed  purchases  of  farm  produce 
should  be  changed  into  contract  purchases  or  market  purchases.  We  must  uSe 
guidance  planning  and  market  regulation  to  organize  and  lead  agricultural 
production.  The  rural  production  structure  must  shift  from  the  pattern  agri¬ 
culture-industry-trade  into  trade- industry-agriculture.  In  accordance  with  the 
market  demands  at  home  and  abroad,  it  is  necessary  to  readjust  the  dlstributibn 
and  production  structure  of  agriculture,  continue  to  grasp  grain  production, 
import  advanced  agricultural  technology,  equipment,  and  improved  breeds,  trans¬ 
form  traditional  agriculture,  and  enhance  the  competitiveness  of  farm  produce 
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flnrl  other  processed  goods  in  the  international  market.  We  must  continue 
to  develop  overall  operation  of  agriculture,  industry,  and  commerce  and  push 
agriculture  toward  socialization  and  commercialization.  Meanwhile,  we  must 
vigorously  develop  township  transport,  mining,  building,  and  service  enter¬ 
prises  in  rural  areas,  transfer  the  rural  surplus  labor  to  the  second  and 
tertiary  industries,  readjust  the  agricultural  structure  and  the  production 
and  labor  setup,  and  gradually  increase  the  proportion  of  the  output  value 
of  nonagrlcultural  production  in  the  national  income. 

/2.  Promote  the  open-door  policy  through  reform  and  further  expand  external 
Internal  economic  and  technical  exchanges./ 

In  the  course  of  promoting  the  reform  of  the  economic  structure  as  a  whole, 
it  is  necessary  to  get  great  store  by  the  open-door  policy  and  to  use  reform 
and  the  open-door  policy  to  further  push  Guangdong's  urban  and  rural  economies 

forward. 

While  implementing  the  open-door  policy,  we  must  first  build  well  the  three 
special  economic  zones,  the  two  cities,  the  Zhujiang  Delta,  and  Hainan  which 
are  open  to  the  outside.  The  Shenzhen,  Zhuhai,  and  Shantou  special  economic 
zones  should  make  vigorous  efforts  to  turn  their  economies  into  open  and 
extroverted  type  economies j  Guangzhou  and  Zhanjiang  should  strive  to  do  the 
work  to  commence  and  implement  the  scheme  to  build  an  economic  and  technolog¬ 
ical  exploitation  region  well;  and  Hainan  should  Implement  the  principle  of 
using  the  open-door  policy  to  promote  exploitation,  conscientiously  sum  up 
experience,  and  continue  to  advance.  The  CPC  Central  Committee  and  State 
Council  have  approved  the  building  of  the  Zhujiang  Delta  open  economic  zone 
this  year,  which  will  be  gradually  expanded.  Except  for  Shenzhen  and  Zhuhai 
special  economic  zones  and  Guangzhou  which  are  the  coastal  cities  opened  to 
the  outside,  the  cities  and  counties  covered  by  the  Zhujiang  Delta  open  econ¬ 
omic  zone  include  Foshan,  Jlangmen,  Zhongshan,  Nanhai,  Shunde,  Gaoming, 

Heshan,  Taishan,  Kaiping,  Xinhui,  Fanyu,  Zhengcheng,  Baoan,  Doumen,  and 
Dongguan.  As  this  is  China's  significant  strategic  plan  to  further  open  to 
the  outside  world,  we  must  xirork  out  overall  plans,  strengthen  management, 
adopt  measures,  and  put  them  into  practice. 

All  localities  opened  to  the  outside  should  vigorously  import  advanced  tech¬ 
nology  and  carry  out  cooperation  with  counterpart  organizations  and  give  full 
play  to  their  role  of  "windows"  in  four  fields  (technology,  management, 
knowledge,  and  external  policy)  and  the  role  of  "radiation"  in  two  aspects 
(at  home  and  abroad),  so  as  to  promote  the  development  of  economic  cpnstruc- 
t ion  of  the  whole  province  and  the  country.  ,  We  must  Import  advanced  science 
and  technology  and  assimilate  them,  so  as  to  push  forward  Guangdong’s  science 
and  technology.  We  must  use  the  operation  and  management  methods  of  mass 
production  of  other  countries  for  reference  and  discard  the  dross  and  select 
the  essence,  to  suit  China's  national  conditions  and  serve  our  purposes. 

Thus,  we  explore  experience  for  the  reform  of  the  economic  structure  of 
the  whole  province.  In  accordance  with  the  principle  of  trade,  industry, 
and  agriculture  set  forth  by  Premier  Zhao  Ziyang,  we  must  build  the  rural 
areas  of  the  open  economic  zones  into  Guangdong’s  modernized  agriculture 
demonstration  areas  and  export  bases  for  farm  and  sideline  produce  and 
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foodstuffs.  We  must  try  by  every  means  to  expand  the  export  of  manufactured 
goods,  particularly  textile  and  light  industrial  products,  and  gradually  pro¬ 
mote  our  sales  in  the  international  market.  We  must  also  vigorously  export 
labor  services  and  create  more  foreigh  exchange  for  the  state  through  various 
channels.  Meanwhile,  we  must  transfer  the  imported  technology  and  management 
experience  to  the  interior,  provide  more  new  products  for  the  domestic  market, 
boost  the  market,  and  offer  more  accumulated  funds  for  the  construction  of  the 
state.  We  must  correctly  implement  the  open-door  policy  and  strengthen  the 
building  of  spiritual  civilization,  so  that  the  open  economic  zones  can  give 
full  play  to  their  demonstrative  role  to  the  outside  and  enhance  China  s 
political  and  economic  influence  and  attractiveness  in  the  international  arena. 
We  must  promote  reform  and  the  open-door  policy  gradually  from  the  coastal  areas 
to  the  interior  in  a  rolling  manner  conforming  to  the  following  pattern: 

Special  economic  z6nes--ojpeh  cities— open  economic  zones— interior.  We  must 
establish  Guangdong's  open  coastal  zone  which  extends  from  Shantou  in  the 
north  to  Zhailjiang  in  the  west  and  to  Sanya  in  the  sotith,  built  it  into  an 
open,  modern,  and  civilized  rich  area,  and  make  greater  contributions  to  the 
building  of  the  four  modernizations  of  the  whole  province  and  nation. 

We  must  continue  to  develop  foreign  trade,  expand  external  economic  and  tech¬ 
nical  exchanges,  and  do  well  the  work  of  importing  advanced  technology..  All 
cities,  prefectures,  counties,  departments,  and  enterprises  should  strive  to 
fulfill  their  1985  export  quotas.  We  must  make  a  further  success  of  the  reform 
of  the  foreign  trade  system,  strengthen  management  over  Import  and  export j 
consolidate  enterprises,  Improve  operation  and  management,  earnestly  implement 
the  licensing  system  for  import  and  export,  strengthen  control  over  quotas, 
and  fulfill  the  task  of  expanding  export  and  creating  more  foreign  exchange. 

In  liliporting  advanced  technology  and  equipment,  we  must  make  overall  plans. 

On  the  basis  of  maintaining  the  overall  balance  of  foreign  exchange,  domestic 
funds,  raw  and  semi-finished  materials,  and  energy,  it  is  necessary  to  make  a 
success  of  trade  planning  and  rational  distribution,  strive  to  Improve  the 
technological  level,  and  attain  better  economic  results.  Under  no  circum¬ 
stances  should  we  blindly  import  duplicates,  regardless  of  the  overall  situ¬ 
ation.  Foreign  economic  activities  should  be  closely  linked  with  Guangdong's 
economic  Construction, 

Developing  tourism  is  an  Important  component  part  of  Guangdong's  work  to  open 
to  the  outside.  We  must  create  better  conditions  for  tourism  and  attract  more 
visitors  from  abroad,  Ilong  Kong,  Macao,  and  the  Interior.  Overseas  Chinese 
and  compatriots  from  ilong  Kong  and  Macao  are  an  indispensable  vital  force  in 
Guangdong's  socialist  construction.  The  governments  at  all  levels  must  attach 
great  Importance  to  the  wOrk  Concerning  Chinese  nationals  living  abroad. ^  < The 
most  Important  task  at  present  is  to  continue  to  implement  the  policy  on  the 
residential  houseO  of  overseas  Chinese  and  to  withdraw  from  the  houses  oc¬ 
cupied. .  ‘  , .  '  '  '* 

While  impiemertting  the  open-door  policy,  it  is  necessary  to  do  well  the  work  • 
of  Opening  the  other  parts  of  the  country.  We  must  unclog  the  channels,  make 
use  of  the  industrial  basis,  materials,  natural  resources,  and  other  advant¬ 
ages  of  the  Interior  to  complement  Guangdong's  short  points,  benefit  each 
otherj  and  develop  together.  We  must  vigorously  develop  economic  and  technical 
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connection  network  among  enterprises  and  regions,  so  as  to  combine  the 
Imported  advanced  technology  with  the  industrial  basis  and  funds  of  the 
interior  and  produce  practical  results.  All  cities,  prefectures ,  and  counties 
should  vigorously  follow  the  road  of  cooperation  and  combination  in  light  or 
their  own  circumstances  and  particularly  attach  great  importance  to  the  wor.< 
of  supporting  the  counterpart  organizations  in  the  mountainous  and  minority 
nationality  areas. 


/3.  Continue  to  overcome  the  weak  links  in  the  national  economy  and  enhance 
the  staying  power  of  economic  development./ 

We  must  make  use  of  the  favorable  conditions  created  in  the  course  of  reform 
and  Implementing  the  open-door  policy  to  overcome  the  weak  links  in  Guang¬ 
dong  ' s  economy . 

First,  we  must  accelerate  the  building  of  energy,  transportation,  and  communi¬ 
cations  facilities.  Follov/ing  the  completion  of  the  200,000  kw  generating  unit 
in  Shaoguan  power  plant,  the  Guangxi  power  network  project,  and  the  Hong  Koxig 
two-way  transmission  line  this  year,  they  will  supply  Guangdong  with  electric¬ 
ity.  We  must  accelerate  the  construction  of  the  nuclear  power  station  and  the 
power  plants  in  Shajiao  and  Ilaikou  which  have  already  started.  We  must  also 
step  up  the  preparatory  xjork  of  the  power  plants  in  Huangpu,  Zhanjiang, 

Shantou,  and  Mexixian.  Mearajhile,  we  must  continue  to  exploit  a  number  of 
medium  and  small  hydropower  stations.  We  must  strive  to  relax  the  strain  on 
Guangdong's  power  supply  before  1990.  We  must  strengthen  management,  tap  the 
potential  of  the  existing  pov/er  plants,  and  strive  to  generate  more  power. 
According  to  the  plan,  the  power  generated  in  1985  should  increase  by 
than  5.3  percent  over  last  year.  We  must  enforce  planned  consumption  of  elec¬ 
tricity  and  strengthen  management  over  power  consumption.  XJhile  economizing 
on  electricity,  we  must  strive  to  increase  the  output  of  industry  and  agri¬ 
culture. 


According  to  the  progress  of  the  plan,  x^e  must,  in  1985,  complete  the  con¬ 
struction  of  Ilengyang-Guangzhou  and  Guangzhou-Shenzhen  multiple  track  railway 
lines  and  Sanraao  railway,  renovate  the  highways  leading  from  Guangzhou  to 
other  parts  of  the  province,  facilitate  passage,  and  solve  the  problem  of 
traffic  congestion  as  quickly  as  possible.  We  must  step  up  the  reconstruction 
of  the  Guangzhou-Shenzhen-Zhuhal  and  Guahgzhou-Foshan  expressxi/ays  and  main 
higlways  and  the  preparatory  x^ork  for  the  construction  of  the  Jiujiang  bridge. 
Meaiwhile,  we  must  pay  attention  to  the  construction  of  the  coastal  ports  and 
the  realignment  of  the  Xlj  iang  River.  We  must  speed  up  the  reconstrxxctibn  and 
expansion  of  the  Baiyuan  airport  in  Guangzhou  and  the  airports  in  Haikou, 
Shantou,  and  Sanya. 

In  the  building  of  communications,  we  must,  on  the  basis  of  popularizing  and 
enhancing  the  efficiency  of  the  automatic  telephone  system  in  the  urban  areas 
of  the  xj'hole  province,  increase  the  number  of  long-distance  telephone  lines 
within  and  outside  the  province.  In  1985,  the  province  will  install  100,000 
new  automatic  telephones  in  the  urban  areas,  an  increase  of  around  100  per¬ 
cent  over  the  number  installed  last  year.  Of  these,  we  must  ensure  that  the 
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26,000  self-programming  switchboards  installed  in  Guangzhou  are  put  into  oper¬ 
ation  before  June.  We  must  complete  the  construction  of  the  Beijing -Wuhan- 
Guangzhou  medium-sized  concentric  cable  and  the  Guangzhou-llaikou  microwave 
projects.  We  will  install  1,000  new  long-distance  communication  lines  within 
Guangdong  so  that  the  automatic  telephone  system  can  be  established  between 
Guangzhou  and  the  major  cities  of  other  provinces,  between  some  cities  and 
prefectures  within  Guangdong,  and  between  some  cities  and  counties  within 
the  Zhujiang  Delta. 

We  must  continue  to  muster  funds  through  various  channels  and  methods  for  the 
construction  of  energy,  transportation,  and  communications.  In  highways, 
water  transport,  and  posts  and  telecommunications ,  we  must  continue  to  imple¬ 
ment  effective  measures  for  highways,  ports,  bridges,  and  posts  and  telecom¬ 
munications  to  support  themselves. 

Second,  v/e  must  speed  up  technical  transformation  and  technical  progress  of 
the  existing  enterprises.  We  must  conscientiously  Implement  the  Provisional 
Regulations  of  the  State  Council  on  Certain  Policies  for  Promoting  Technical 
Progress  of  the  State-oxvmed  Enterprises.  The  focus  of  this  year's  technical 
revamping  is  to  complete  the  projects  already  approved  and  bring  about  prac¬ 
tical  results  as  quickly  as  possible.  Where  conditions  permit,  we  must  pay 
attention  to  the  auxiliary  items  and  xrorking  procedures  of  the  projects. 

In  light  of  their  own  capability,  all  localities  should  arrange  their  projects 
well  in  order  of  urgency  and  importance,  give  priority  to  the  projects  that 
can  bring  about  better  results  and  create  more  foreign  exchange,  and  enhance 
the  overall  productive  capacity  and  attain  better  economic  results  as  quickly 
as  possible, 

In  the  next  few  years,  wc  will  exploit  and  build  a  number  of  new  and  developing 
industries.  They  include  the  electronic  computer  industry,  bioengineering,  new 
materials,  and  so  on.  We  xiflll  build  factories  for  manufacturing  integrated 
circuits  and  microcomputers  on  a  large  scale  and  initially  establish  our  elec¬ 
tronic  industry  based  on  microcomputers  and  large-scale  integrated  circuits, 
that  can  match  the  advanced  level  x<rithin  the  country.  We  must  set  up  bhe^ 
Guangzhou  bioengineering  exploitation  base  and  the  Jiangmen  10,OGO— ton  Uni¬ 
cellular  protein  experimental  plant  which  combine  science  with  economy, 
establish  the  Guangzhou  Wushan  scientific  and  technological  exploitation  area 
and  the  Hainan  coastal  resources  exploitation  base,  and  Improve  Guangdong's 
scientific  and  technological  level. 

Third,  we  must  develop  education  and  vigorously  train  talented  p'eople.  On  the 
basis  of  the  14.85  percent  increase  in  1984,  this  year's  expenses  for  educa¬ 
tion  will  increase  by  another  8  percent  (excluding  this  year's  v/age  readjust¬ 
ment)  ,  accounting  for  over  20  percent  of  the  financial  resotxrces  that  can  be 
allocated  by  the  province  in  1985.  However,  this  is  still  far  from  meeting 
the  demands.  With  the  increase  of  revenue  and  extra-budgetary  funds,  expenses 
for  education  and  exploiting  intellectual  resources  x^ill  gradually  increase 
in  the  future.  In  training  people,  we  must  combine  regular  education  x/ith  part- 
time  education  and  enrollment  with  training  classes,  run  various  kinds  of 
schools,  pool  funds  through  various  cha-nels,  and  stress  quantity  of  the  pre¬ 
mise  of  improving  quality.  We  must  tap  the  potentials  of  the  existing  insti¬ 
tutions  of  higher  learning  to  expand  enrollment  and  train  talented  people 
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urgently  needed  for  Guangdong's  economic  construction  in  a  planned  manner. 
We^must  vigorously  develop  adult  higher  education,  continue  to  run  tele  ^ 
vision  and  radio  college  courses,  evening  schools,  and 
for  workers  and  managerial  personnel  well,  and  encourage  the  self-sti  y 
program.  We  must  strive  to  make  a  success  of  the  refonn  of  secondary  et- 
cation,  develop  special  secondary  schools  and  technical  L  ^e- 

ously  develop  nonresident  vocational  secondary  schools,  which  will  not  be  re 
sponsible  for  placement.  We  must  continue  to  encourage  schools  run  wi 
funds  donated  by  overseas  Chinese.  In  training  people,  we  must  start  from 
primary  schools  and  popularize  elementary  education  as  quickly 
particularly  elementary  education  in  the  economically 

must  train  teachers  for  all  kinds  of  schools,  enhance  their  , 

improve  the  quality  of  teaching.  We  must  import  advanced  science  ^nd  tech> 
nology  and  invite  management  personnel  of  other  countries  to  work  in  China 
by  giving  lectures,  carrying  out  academic  exchanges  and  technical  cooperation, 

and  so  on* 

Fourth,  we  must  help  the  mountain  areas  transform  hills  and  tame  rivers, 
turn  poverty  into  prosperity,  and  revitalize  ^helr  economy.  This  is  not 
onlv  the  strong  desire  of  the  people  in  the  mountainous  areas,  but  it  is  also 
an  taiportant  measure  to  maintain  the  sustained  the  balanced  ® 

economy  of  the  whole  province.  To  this  end,  the  provincial  author itieo  have 
formulLed  a  series  of  preferential  policies  to  support 

All  localities  and  departments  should  earnestly  Implement  these  policies.  At 
present  we  must  implement  the  policy  on  forests  in 

resolutely  delegate  the  decisionmaking  power  of  forest  management  to  the 
peasants,  and  fully  arouse  ^ihe  initiative  of  the  peasants  for  exploiting  the 
mountainous  areas.  We  must  continue  to  readjust  ° 

the  mountainous  areas,  accelerate  the  production  of  forests,  fruit,  tea, 
medicinal  herbs,  and  plant-eating  animals,  and  develop  the  processing  of  fore 
produce,  and  by-^roducL,  so  that  a  small-short-more  production  setup  can  gradu¬ 
ally  take  shape.  Meanwhile,  we  must  do  a  good  job  of  water  conservancy  wor 
and  prevent  soil  erosion.  We  must  help  the  existing  enterprises  in  the 
mountainous  areas  carry  out  technical  transformation,  gradually  transfer  the 
advanced  teclmology  of  the  open  coastal  areas  to  the  f 

planned  manner,  and  support  the  mountainous  areas  xn  improving 
ical  level.  Based  on  the  principle  of  equality  and  mutual  benefxt,  we  must 
heop  the  mountainous  areas  exploit  their  natural  resources  and  speed  up  their 
construction. 

Strengthen  Supervision  Over  Economic  Management,  Enforce  Discipline  and  Law, 

Consolidate  and  Develop  the  Favorable  Situation 

Aiming  at  the  problems  unfavorable  to  reform,  the  open-door  policy,  andccon- 
oSc  development  which  exist  in  the  course  of  advance,  the  national  conference 
of  governors  and  the  Third  Session  of  the  Sixth  NPC  held  early  this  year 
strLsed  the  principle  that  reform  and  opening  to  the  outside  should  be^car 
ried  out  simultaneously  with  strengthening  management.  While  unswervin,,ly 
implementing  the  open-door  policy,  instituting  reforms,  enlivening  the  domes- 
tlV  economy,  and  expanding  foreign  economic  trade  and  technical 
it  is  necessary  to  strengthen  supervision  over  econom.ic  management  and  to  use 
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scientific  management  to  guide,  promote,  and  ensure  reform  and  the  open-door 
policy.  In  accordance  x^ith  this  guiding  ideology  and  the  relevant  stipula-^ 
tions  of  the  State  Council  and  in  connection  with  Guangdong  s  actual  situation, 
the  provincial  government  has  adopted  a  series  of  measures  to  strengthen 
supervision  and  enforce  discipline  and  law  and  has  achieved  Initial  results. 

Facts  have  proved  that  effectively  strengthening  supervision  over  economic 
management  is  an  important  guarantee  for  Guangdong  to  further  carry  out  re¬ 
forms,  iinplanent  the  open-door  policy,  invigorate  the  domestic  economy,  an 
consolidate  and  develop  the  favorable  situation.  To  this  end,  x?e  must  do 
well  the  follox^ing: 

/I.  The  governments  and  economic  management  departments  at  all  levels  should 
place  the  work  of  strengthening  supervision  over  economic  management  at  the 
top  of  the  agenda./  The  departments  of  planning,  statistics,  auditing, 
foreign  economic  trade,  industrial  and  commercial  administration,  fiance,  ^ 
taxation,  pricing,  and  labor  and  wages  in  particular  should  give  full  play 
to  their  functional  role.  We  are  now  confronting  a  comprehensive  and  thorough¬ 
going  economic  reform.  It  would  be  impossible  to  make  a  success  of  it  withou 
a  fine  social  environment  charactierized  by  stability  and  unity  and  without  a 
fine  social  order  in  which  everyone  abides  by  discipline.  Reform,  opening  to 
the  outside,  and  invigorating  the  economy  on  the  one  hand;  and  rnanagm^t, 
Institutions,  and  discipline  on  the  other  hand  are  the  two  factors  whiclv  com¬ 
plement  each  other.  By  emphasizing  management,  we  do  not  mean  to  restric 
or  to  follow  the  beaten  track.  Under  the  new  situation  and  with  the  refora 
of  the  economic  structure  focused  on  the  urban  economy  developing  in  depth, 
we  must  gradually  establish  a  set  of  management  systems  and  methods  that  cor¬ 
respond  x<rith  reform  and  opening  to  the  outside.  This  is  a  brand  new  top  c. 
Leading  cadres  at  various  levels,  all  departments,  and  the  broad  rante  o 
cadres  should  make  explorations,  gradually  accumulate  experience,  and  write 
this  essay  well.  We  must  correctly  handle  the  relations  between  macroscopic 
and  microscopic  control,  between  the  X'/hole  and  the  part,  and  between  the  long¬ 
term  and  immediate  Interests  in  reforming  and  readjusting  the  economy  and  in 
the  fields  of  production,  distribution,  exchange,  and  consumption,  and  gradu¬ 
ally  establish  a  full  set  of  management  systems  and  methods  that  correspond  with 
the  new  situation. 

/2.  We  must  be  good  at  applying  economic  administrative,  and  legal  means; 
carry  out  close  cooperation  and  strengthen  management;  and  ensure  the  imple¬ 
mentation  of  state  principles  and  policies  and  the  smooth  progress  of  reform 
and  opening  to  the  outside  world./  Socialist  economy  is  a. planned  commodity 
economy  based  on  the  public  ownership.  Only  by  consciously  applying  and  fol¬ 
lowing  the  law  of  value,  giving  full  play  to  the  role  of  economic  levers  and 
market  regulation,  and  vigorously  developing  commodity  production  and  exchange 
can  we  invigorate  the  economy  and  urge  all  enterprises  to  improve  their  ef¬ 
ficiency,  carry  out  operation  and  management  flexibly,  and  meet  the  complicated 
demands  of  society.  It  is  the  main  aspect  in  strengthening  management  to  cor¬ 
rectly  apply  economic  means  and  strengthen  supervision  over  economic  manage¬ 
ment.  Administrative  management  is  the  Indispensable  means  for  the  state  to 
exercise  management  and  supervision  over  the  economy.  In  order  to  prevent 
blindness  in  the  development  of  the  socialist  commodity  economy  and  to  ensure 
the  coordinated  development  of  the  national  economy,  we  can  neither  rely 
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merely  on  administrative  means  and  mandatory  planning  to  manage  the  economy, 
nor  neglect  the  role  of  planned  readjustment,  guidance,  and  administrative 
management.  The  principles  and  policies  of  the  state  embody  the  will  and 
fundamental  interests  of  the  people  and  reflect  the  management  function  per¬ 
formed  by  the  state.  The  governments  at  various  levels  and  all  departments 
and  units  should  resolutely  implement  the  princliiles  and  policies  of  the 
state.  In  the  course  of  Implementation,  we  must  concretely  analyze  "adap¬ 
tation,”  With  regard  to  matters  of  overall  Importance,  we  must  follow  the 
unified  policies  of  the  state.  All  units  and  Individuals  must  strictly 
abide  by  the  policies  and  no  localities,  departments,  or  units  have  the 
rightto  make  any  adaptations.  With  regard  to  some  concrete  stipulations 
which  do  not  affect  the  overall  situation,  adaptations  can  be  made  in  line 
with  the  actual  circumstances  of  each  locality.  Nevertheless,  the  purpose 
of  making  adaptations  is  to  practically  Implement  the  policies.  It  is  im¬ 
permissible  under  discipline  and  law  to  unscrupulously  make  money  regardless 
of  the  policies  under  the  disguised  form  of  adaptation, 

tJhile  strengthening  economic  and  administrative  management,  we  must,  through 
constant  practice,  define  the  mature,  stable,  and  effective  policies  and 
management  systems  and  methods  in  terms  of  law,  work  out  economic  laws  and 
regulations,  perfect  economic  legislation,  and  strengthen  the  socialist 
legal  system  so  as  to  suit  the  needs  of  reform  and  opening  to  the  outside 
world . 

/3.  At  present  the  stress  of  strengthening  supervision  over  economic  manage¬ 
ment  should  be  put  on  the  following:/ 

1.  Firmly  control  the  amount  of  cash  in  circulation  and  speed  up  withdrawal 
of  currency  from  circulation.  We  must  firmly  control  the  total  amount  of 
credit  and  earnestly  strengthen  management  over  credit.  The  banks  should 
properly  allocate  funds  and  grant  loans  strictly  according  to  the  policies  and 
stipulations.  Instead  of  imposing  uniformity  on  everything,  they  should  give 
support  or  exercise  control  accordingly.  They  should  neither  recklessly  grant 
loans  in  violation  of  policies,  nor  indiscriminately  place  restrictions  and 
checks,  irrespective  of  the  normal  needs  of  production  and  circulation.  We 
must  strictly  control  the  growth  of  consumption  funds.  The  practices  of  read¬ 
justing  wages  and  issuing  subsidies  for  length  of  service  and  subsidies  appro¬ 
priate  to  posts  and  particular  jobs  of  one’s  own  accord,  in  violation  of  the 
stipulations  of  the  state  and  province,  must  be  curbed.  In  this  respect, 

the  banks  have  the  right  to  refuse  payment.  Leading  cadres  and  financial  per¬ 
sonnel  of  the  units  concerned  should  bear  the  responsibility  for  practicing 
fraud,  illegally  getting  money,  and  indiscriminately  issuing  bonuses  and  sub¬ 
sidies  ill  cash  or  kind  under  all  sorts  of  pretexts.  We  must  cut  doiTO  admin¬ 
istrative  expenses  and  curtail  group  purchasing  power.  Without  approval  from 
the  authorized  departments,  no  administrative  units,  enterprises,  and  institu¬ 
tions  must  be  allowed  to  purchase  those  commodities  controlled  by i  the  state. 

We  must  strengthen  management  over  cash,  regularly  conduct  overall  Inspection 
over  the  implementation  of  cash  management,  and  resolutely  straighten  out  the 
erroneous  methods  of  cash  management. 

2.  Strengthen  management  over  the  use  of  foreign  exchange.  We  must  conduct 
investigations  on  the  use  of  foreign  exchange  and  maintain  overall  balance. 
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We  must  strengthen  management  over  the  application  for  opening  foreign 
change  accounts  and  prevent  waste  of  foreign  exchange  by  bltedly  ^porting 
goods  from  other  countries.  Reselling  of  hnported  goods  and  foreign  exchange 
and  circulation  of  foreign  currency  must  be  strictly  prohibited.  We  must 
streiagthen  out  and  strictly  control  the  range  of  use  of  foreign  exchange 
coupons.  Without  approval,  units  must  not  be 

concerning  foreign  exchange  coupons.  Preferential  prices  set  in  violation  of 
stipulations,  and  widening  price  differences  between  foreign  exchange  coupons 
and  renminbi  on  one’s  own  initiative  for  commodities  must  be  prohibited. 

Those  who  refuse  to  correct  their  mistakes  after  repeated  admonition  will  b 
deprived  of  the  business  of  dealing  in  foreign  exchange  coupons.  The  depart¬ 
ments  of  public  security,  industrial  and  commercial  administrative  managmen  , 
customs,  and  foreign  exchange  management  must  strengthen  cooperation,  closely 
coordinate  with  each  other,  and  seriously  examine  and  resolutely  ban  the  il¬ 
legal  activities  of  reselling  foreign  exchange. 

3.  Strengthen  supervision  and  management  over  prices.  The  major  price  ref om 
measures  and  price  adjustments  for  major  commodities  f 

cordance  with  the  plans  of  the  State  Council  and  the  government. ^ 

Localities  and  departments  must  not  overstep  their  authority  and  act  as  they 
please.  We  must  prohibit  the  practices  of  willfully  increasing  the  prices  of 
various  goods  by  a  big  margin  in  violation  of  the  state  stipulations  and  take 
measures  to  resolutely  curb  the  practices  of 

or  forcing  prices  up  in  a  disguised  form  by  state-owned  industrial  and  commer¬ 
cial  enterprises.  We  must  strictly  follow  the  prices  fixed  by  the  state  for 
the  means  of  production  and  Subsistence  and  for  relevant  charges,  and  never 
try  to  change  them  of  our  own  accord.  The  planned  commodities  must  not  be 
sold  at  high  prices  under  any  disguised  forms.  We  must  curb  the  unhealthy 
practices  of  welling  inferior  products  as  good  ones,  giving  .short  measure, 
making  products  impure  by  adding  inferior  substances,  and  exacting  charges 
under  all  sorts  of  pretexts.  The  prices  of  retail  commodities  and  various 
service  charges  should  be  deary  marked.  All  charges  on  noncommodity  itms 
must  be  approved  by  the  professional  responsible  departments  at  various  levels. 
The  money  collected  should  go  to  the  public  and  should  not  be  distributed 
among  individuals  under  any  pretext.  Reselling  of  bills 

tickets  for  planned  commodities  must  be  prohibited.  We  must  also  ban  making 
exorbitant  profits  by  means  of  reselling  those  commodities  in  short  supply. 

State  commerce,  supply  and  marketing  cooperatives,  and  materials  Jepartments 
should  give  full  play  to  the  role  of  the  main  channel,  take  an  active  part  to 
market  regulation,  and  undertake  the  responsibility  of  keeping  Prices  down  a 
maintaining  balance  between  supply  and  danand.  Units  and 

be  allowed  to  run  wholesale  businesses  in  major  means  of  production  and  durable 
consumer  goods  in  short  supply  without  authorization.  Illegal  practices  of  in¬ 
discriminately  raising  prices,  forctog  prices  up  in  disguised  forms,  and  exact¬ 
ing  charges  must  be  sternly  dealt  with.  The  departments  responsible  for  profes¬ 
sional  work  and  the  price  departments  at  all  levels  should  exercise  management 
and  supervision  over  various  prices  and  charges.  We  must  strengthen  the  price 
management  organs.  The  departments  not  responsible  for  pricing  have  no  right 
to  examine  and  approve  the  coimnodity  prices  and  charges  ®  ^ 

control.  The  dpeartments  of  price,  industrial  and  commercial  administrative 
management,  taxation,  banking,  and  auditing  should  closely  coordinate  with 
each  other  and  make  joint  efforts  to  properly  control  the  market  prices. 
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Meanwhile,  must  give  full  play  to  the  role  of  consumers’  councils  and  the 
mass  price  inspection  organizations,  and  encourage  the  masses  to  exercise 
supervision  over  prices. 

/4.  Continue  to  strengthen  out  all  kinds  of  new  unhealthy  tendencies./  The 
favorable  situation  in  Guangdong  at  present  is  the  result  of  reform  and  the 
opeU'-door  policy  carried  out  in  recent  years  and  the  efforts  made  to  arouse 
the  initiative  of  the  broad  ranks  of  cadres  and  masses.  New  problems  and 
circumstances  are  bound  to  emerge  in  the  course  of  reform  and  opening  to  the 
outside  world.  We  must  adopt  a  prudent  attitude  so  as  to  prevent  grave  mis*^ 
takes.  We  must  not  attribute  the  unhealthy  tendencies  to  reform  and  the  open-* 
door  policy,  which  may  consequently  [word  indistinct]  our  determination  and 
confidence  in  reform  and  opening  to  the  outside  v/orld.  Facts  have  proved 
that  we  have  pushed  reform  and  the  open-door  policy  forward  in  the  course  of 
studying  and  solving  the  new  problems.  We  must  believe  that  the  majority  of 
the  cadres  and  masses  are  willing  to  make  a  success  of  reform  and  the  Open 
door  policy.  The  mistakes  and  shortcomings  can  be  solved  so  long  as  we  give 
proper  guidance,  sum  up  experience,  and  adopt  appropriate  measures.  Iti 
straightening  out  the  new  unhealthy  tendencies,  x/e  must  first  solve  the  prob¬ 
lem  of  understanding  of  the  leading  cadres  at  all  levels.  By  conscientiously 
studying  and  understanding  the  instructions  of  the  CPC  Central  Committee,  we 
must  deepen  the  understanding  of  the  leading  cadres  and  staff  meiubers  on  the 
seriousness  and  harmfulness  of  the  unhealthy  tendencies  and  heighten  their 
awareness  in  resisting  the  unhealthy  tendencies.  We  must  raise  taking  the  in¬ 
terests  of  the  whole  Into  account,  proceeding  in  everything  from  the  four 
modernizations,  and  exemplar ily  implement Ing  the  principles,  policies,  and  de¬ 
crees  of  the  party  and  state  so  as  to  maintain  unity  with  the  CPC  Central  Com¬ 
mittee.  We  must  resolutely  implement  the  various  stipulations  of  the  CPC 
Central  Committee,  the  State  Council,  and  provincial  government  on  checking 
the  unhealthy  tendencies,  earnestly  strengthen  organizational  discipline,  and 
enforce  discipline  and  law. 

X^e  must  correctly  implement  the  policies,  encourage  healthy  trends]  and 
straighten  out  the  unhealthy  tendencies.  In  the  entire  course  of  reform  and 
opening  to  the  outside  world,  we  must  take  note  of  protecting  the  enthusiasm 
of  the  vast  numbers  of  cadres  and  masses.  We  must  commend,  reward,  and  pro¬ 
mote  the  outstanding  cadres  who  can  make  thorough  investigations  and  studies, 
dare  to  proceed  from  practice,  seriously  study  and  practically  solve  new 
problems,  sum  up  new  experience,  observe  discipline,  world  hard,  have  abil¬ 
ity,  and  make  contributions  to  reform  and  phe  open-door  policy.  We  must 
protect  and  support  all  personnel  x/ho  dare  to  expose  and  resist  the  unhealthy 
tendencies.  X^e  must  make  concrete  analyses  of  all  unhealthy  tendencies,  draw 
a  clear  line  of  demarcation  in  applying  the  policies,  and  handle  them  in  a 
practical  manner.  As  for  people  who  made  mistakes  for  lack  of  experience, 
we  should  heop  them  deepen  their  understanding.  Where  a  unit  or  small  group 
has  obtained  gains  by  illegal  means,  the  ill-gotten  income  should  be  con¬ 
fiscated  and,  in  serious  cases,  due  punislmient  meted  out  to  those  responsible. 
As  for  those  x/ho  violate  the  law  and  discipline  and  engage  in  embezzlement 
or  other  malfeasance  for  se3.fish  ends  by  taking  advantage  of  reform,  xv^e  must 
in  no  case  tolerate  them,  btat  must  investigate  their  cases  and  have  them 
severely  punished. 
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/5,  Continue  to  crack  down  on  serious  economic  and  otlier  crimes./  We  must 
take  measures  to  Improve  social  order  centered  on  ensuring  reform,  the  open- 
door  policy,  invigoration  of  the  economy,  and  the  building  of  socialist 
spiritual  and  material  civilization.  All  economic  management  departments 
concerned  should  strengthen  supervision  and  fight  against  the  practices  tliat 
violate  financial  discipline  and  law.  The  public  security  and  judicial 
organs,  the  people's  armed  police,  and  propagation,  press,  culture,  and 
publication  units  should  publicize  and  strengthen  education  in  the  legal 
systemj  resolutely  ban  and  crack  down  on  the  criminal  activities  of  gambling, 
prostitution,  giving  reactionary  and  pornographic  video  shows ,  selling  porno¬ 
graphic  pictures  and  books,  smuggling,  and  disrupting  the  financial  market; 
ensure  stability  in  economic  construction  and  people's  life;  and  strive  to 
effect  a  turn  for  the  better  in  social  order. 

We  must  continue  to  strengthen  the  building  of  socialist  spiritual  civiliza¬ 
tion.  We  must  enhance  ideological  and  political  work  under  the  new  situation, 
adhere  to  the  four  cardinal  principles,  uphold  the  policy  of  plain  living 
and  hard  struggle  and  building  up  the  country  with  industry  and  thrift,  cor¬ 
rectly  publicize  the  principles  concerning  opening  to  the  outside,  world  and 
reform  of  the  economic  structure,  and  properly  handle  the  relations  between 
the  state,  the  collective,  and  the  individual.  All  government  functionaries 
should  carry  f onward  the  fine  style  of  wholeheartedly  serving  the  people, 
daring  to  make  self-sacrifice,  and  honestly  performing  their  duties.  We  must 
continue  to  carry  out  the  activities  of  "five  stresses,  four  beauties,  and 
three  loves"  and  the  array-people  jointly  building  civilized  units  (factories, 
schools,  neighborhoods,  and  shops).  We  must  strengthen  cultural  buildings, 
correctly  lead  the  masses  in  consumption,  guide  the  masses  in  carrying  out 
healthy  and  proper  amusement  and  sports  activities,  enrich  the  culture  and 
art  life  in  the  urban  and  rural  areas,  vigorously  advocate  and  publicize  com¬ 
munist  morality,  and  conscientiously  resist  the  corruption  of  decadent  bourgeois 
ideals.  We  must  educate  the  people,  the  young  people  in  particular,  train  a 
generation  of  socialist  new  people  who  have  lofty  ideals,  morality,  better  edu¬ 
cation,  and  a  sense  of  discipline,  wholeheartedly  carry  out  the  four  moderniza¬ 
tions,  and  further  consolidate  and  develop  the  po.lltical  situation  character¬ 
ized  by  stability  and  unity. 

Fellow  delegates. 

It  is  an  opportune  moment  for  us  to  forge  ahead  in  reform  and  to  revitalize 
the  economy.  Under  the  leadership  of  the  CPC  Central  Committee,  State  Council, 
and  provincial  CPC  Committee,  let  us  unswervingly  and  prudently  march  forward 
along  the  road  of  building  socialism  with  Chinese  characteristics  with  full 
confidence  and  make  nev;  contributions  to  the  revitalization  of  Guangdong  and 
China ! 


CSO:  4006/717 
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JPRS-CEA-85-065 
19  July  1985 


ECONOMIC  PLANNING 


IMPORTANCE  OF  REFORM  TO  PLANNING  SYSTEM  DISCUSSED 


Fuzhou  FUJIAN  LUNTAN  /FUJIAN  FORUM/  in  Chinese  No  2,  5  Feb  85  pp  6-11 


/Article  by  Cai  Ninglin/5591  1337  2651/:  "The^Planning  System  Must 
Take  the  Road  of  Reform  and  Opening  to  the_Outside  World— Speech  at 
National  Guidance  Plan  Discussion  Meeting^/ 


the 


/Texjt/  I.  Taking  the  Road  of  Reform 

Comrade  Deng  Xiaoping  said  in  June  1984:  We  are  now  on  the  right  track 
our  policy  will  not  change.  These  two  remarks  can  generalize  the  current 
situation  and  the  trend  of  development  of  our  country  at  present. 

The  road  China  is  now  taking  was  gradually  put  on  the  right  track  after 
groping  for  30  years  since  the  founding  of  New  China,  encountering  many 
setbacks  and  meeting  with  numerous  rebuffs  in  real  life  and  after  ta  ing 
many  detours  theoretically  and  eliminating  chaos  and  restoring  order 
and  following  the  principles  of  emancipating  minds,  seeking  truth  from 
facts  and  proceeding  from  realities  in  everything  in  the  wake  of  the 
3rd  Planum  of  the  11th  CPC  Central  Committee  held  in  December  1978.  This 
road,  in  the  simplest  language,  is  a  road  of  integrating  the  fundamental 
tenets  of  Marxism  with  China's  actual  conditions  in  pursuit  of  socialist 
modernization  and  a  road  of  bringing  about  socialism  with  Chinese 
characteristics  through  self-perfection  and  development  of  the  socialist 
system. 

Our  motherland  is  going  through  a  flourishing  age  of  great  transformation 
and  development.  The  socialist  undertakings  are  thriving.  More  and  more 
people  at  home  and  abroad  have  realized  that  by  following  this  road, 
the  country  will  thrive  and  prosper,  the  people  will  become  well-to-do 
and  happy  and  the  Chinese  nation  will  be  invigorated. 

The  characteristic  of  this  road  is  reform.  A  responsible  comrade  at 
the  central  level  recently  made  remarks  that  several  years  ago  we  made 
a  living  by  eliminating  chaos  and  restoring  order,  now  we  should  make 
a  living  by  introducing  reform.  Reform  does  not  mean  only  reform  of 
some  working  methods  and  systems.  The  reform  we  mentioned  here  should 
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hP  nerfected  by  coping  with  such  a  basic  question  as  the  development 

iLustrraflnd'SicultSaleve^opLnl'S^^^ 

accelerate  tie  proceas  of  the  four  modemttattona . 

Reform  itself  is  a  revolution  we  ihaf 

have  been  shaped  for  a  long  hampering  the 

and  regulations  that  have  been  shaped  for  a  lo^  economy!  make  our 

development  of  the  productive  forces,  ^o  develop  our  eco 

people  well-to-do  and  invigorate  our  country,  we  ^  oreanized 

irSoll  and  carry  out  overall  reform  in 

guided  and  planned  manner^  |lalniiny«em  is  not 

“uTlS  cirSt^con^ic  systems  be 

and  bring  about  a  great  transformation  in  theory  as  weii  an 

strt;i%reaiitau-fii:o!!  'If 

ISirlld  dSertle^irii  pl-«HS/rS:?'ir;raitlllar'' 

lllLlrlf’'!  plodllf  lclloS;\in”l!s"°fettered  us  Not  ^n»ing  that 

flu  ILriopmlnt  of  the  commodity  economy  is  the 

social  economic  development  and  the  aa^«aal  c^drtr^ Jor  re^^^^^,g^^^ 

IILoaty  production,  whenever  it  -  .mentioned,  as  develo^ent  of 

•a.„iu-o.v.  Thra  manv  correct  propositions  put  forth  by  uomraae  »un 
vSanf /l327  0396  2455?  as  early  as  more  than  20  years  ago,  such  as 

out  the  orientation  and  new  road  for  planned  reform. 

At  present  as  the  economic  situation  develops,  , the  defects  of  the  planning 
“sirias'bllome  more  and  more  evident.  They  are  expressed  chrefly  m 
the  following  several  areas: 
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1.  Overly  rigid  and  excessive  control.  An  excessively  large  proportion 
of  mandatory  targets  and  mandatory  targets  with  excessive  emphasis  on 
material  things  in  kind  handed  down  to  enterprises  have  bound  enterprises 
hand  and  foot,  not  only  hampering  the  play  of  enthusiasm  in  all  quarters 
but  also  impeding  our  effective  control  of  major  issues. 

2.  Eating  from  the  same  big  pot  and  dislocation  between  input  and  output 
as  expressed  in  the  lack  of  the  sense  of  input  and  output,  the  sense  of 
capital  turnover  and  circulation  of  goods  and  materials  and  the  notions 
of  foreign  exchange  rate,  tax  rate,  interest  rate,  profit  and  terms  of 
effectiveness;  neglect  of  economic  information  and  market  forecasts; 

the  habit  of  rushing  headlong  into  mass  action  to  follow  the  fashion, 
and  emphasis  on  the  whole  year's  work  in  "contending"  and  keeping  busy 
"contending"  all  year  round  with  very  few  people  from  top  to  bottom 
taking  an  interest  in  the  economic  results  after  the  contention  is  won. 

3.  The  habit  of  managing  the  economy  by  administrative  orders  and 
administrative  measures,  looking  on  enterprises  as  an  appendage  to 
enterprises.  This  has  thus  weakened  the  function  and  position  of 
enterprises  in  the  socialist  national  economy,  constricted  the 
initiative,  enthusiasm  and  creativity  of  enterprises  and  deprived  our 
economic  cells — enterprises — of  life  and  vitality,  thereby  greatly 
hampering  competition  and  the  pursuit  of  technological  progress.  As  I 
recall,  at  a  symposium  on  economic  theory  called  by  rte  State  Planning 
Commission  in_1981  attended^by  comrades  Xue^Muqiao  /5641  ^550  289£/, 

Q^an  Junrui.  /6929  0193  384^/,  Qian^^Xuesen  /6929  1331  2773/  and  Ma  Hong 
/7456  3163/,  Comrade  Huan  Xiang  A360  676V  told  a  story.  When  he  was 
visiting  the  United  States,  he  asked  an  American  scholar  a  question:  The 
United  States  has  a  history  of  only  a  couple  of  hundred  years,  why  is  it 
that  its  economy  and  technology  develop  so  fast?  Why  is  China  with 
several  thousand  years  of  history  technologically  backward  and  sluggish 
in  development?  To  which  the  American  friend  gave  a  very  frank  and 
incisive  answer:  Because  in  China  an  enterprise  has  no  power  and  has 

to  take  orders  from  a  superior  department  including  orders  regarding 
variety,  quantity,  price  and  sales  of  products,  in  other  words,  the 
economic  cells  are  in  an  inflexible  state  bordering  on  life  and  death; 
in  the  United  States  on  the  other  hand,  factory  managers  have  the  final 
say  in  enterprises,  competition  among  enterprises  is  fierce;  in  a 
situation  in  which  big  fish  eat  small  fish,  many  enterprises  close  down 
each  year,  but  more  enterprises  crop  up  and  develop  also.  The  survival 
of  the  superior  and  the  elimination  of  the  inferior  have  promoted  fast 
technological  progress  and  economic  development.  In  other  words,  the 
American  economic  cells  are  constantly  undergoing  a  process  of  metabolism 
and  are  strong  in  competition.  I  think,  the  simplification  of  cells 
administration,  delegation  of  power  and  separation  government  from 
enterprise  functions  and  the  expansion  of  the  decisionmaking  power  of 
enterprises  that  we  emphasize  today  are  precisely  for  the  purpose  of 
solving  this  contradiction  and  enhancing  the  vitality  and  self-developing 
capability  of  enterprises. 
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U  Irrational  price  system.  Owing  to  the  neglect  of  the  role  of  the 
law  of  value  for  a  long  time  in  the  past  and  other _historical  reasons, 

many  comrades  have  interpreted  the  stabilization  of 

a  nrice  freeze,  thereby  causing  increasingly  serious  deviations  ot  price 
f/ol  valu”  M  a  result,  the  state  has^to  carry 

forms  of  price  subsidies.  Since  the  price  of  many  commodities  can 
reflect  neither  value  nor  supply  and  demand  relations,  it  has  serious  y 
restricted  commodity  production  and  exchange.  In  the  meantime,  prices 
and  wages  are  not  linked,  the  wages  of  workers  and  staff  members  do  not 
increaL  steadily  with  the  rise  in  the  national  income  nor  have  they 
been  readjusted  in  a  planned  manner  with  the  changes 

or^hrbsslc  consumer  goods  for  daily  use  thereby  drrectly  affectrng^the 
rise  of  the  people's  living  standard.  Without  reforming  this  kind  o 
irrational  price  system,  it  will  be  impossible 

enterprise  effectiveness  in  production  and  operations,  ensure 
interflow  of  goods  and  materials  befweeti  the  urban  and  rural  areas, 
promote  technological  progress  and  rationalize  the  production  mix  and 
the  consumption  pattern.  It  will  create  a  series  f 

difficulties  in  applying  various  economic  lexers  and  macroeco  .  . 

control,  thus  resulting  in  a  tremendous  waste  of  social  labor  and  making 
it  difficult  for  us  to  carry  out  the  guidance  plans. 

5.  Domestic  economy  and  overseas  economy  do  not  come  into  contact.  We 

do  not  know  how  to  utilize  the  two  kinds  of  markets  (three  kinds  of 
markets,  domestic,  international  and  SEZ,  actually  exist  in  ^ 

Guangdong),  the  two  kinds  of  resources  and  the  two  kinds  of  economic 
levers  and  have  not  mastered  two  sets  of  skills. 

6.  Barriers  between  different  levels  and  departments  and  between  regions . 

Horizontal  economic  relations  are  lacking  between  regions  and  professions 
aS  tradai;  Sal  and  small-acale  production  influence  ia  • 

seriously  impeding  the  development  of  the  commodity  economy,  and  we  sti 
have  not  mastered  the  use  of  economic  levers  in  regulation. 

7.  Planning  methods  and  means  are  primitive  and  backward.  They  cannot 
cope  with  the  needs  of  modernized  economic  construction. 

How  to  reform?  The  general  objective  is  that  through  reform  the  state 
will  exercise  effective  control  of  the  macroeconomy  while  allowing 

flexibility  on  minor  and  microeconomic  issues.  Srrole^S 

and  universality  and  peculiarity  must  be  properly  integrated.  The  role  o 
value  indices  and  economic  means  must  be  given  prominence  and  economic 
levers  must  be  used  more  often  in  economic  management  so  as  to  give 
broader  play  to  the  law  of  value.  The  specific  opinions  are: 

1 .  Planned  management  must  break  through  the  traditional  fetter  of  a 
products  economy  and  shift  from  giving  priority  to  direct  control  of 
Lterial  things  in  kind  to  indirect  control  of  the  ^ 

to  gradually  reduce  the  scope  of  mandatory  planning  and  enlarge  the  scope 
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of  guidance  planning.  For  the  present,  it  is  necessary  to  reduce  the 
scope  of  mandatory  planning  with  the  products  index  as  the  main  feature 
and  gradually  expand  the  scope  of  guidance  planning  and  market  regulation 
so  as  to  cope  with  the  current  demands  for  multiple  layers  in  productive 
forces  and  manifold  economic  forms. 

2.  Planning  should  be  based  on  the  utilization  of  the  law  of  value.  It 
is  imperative  to  gradually  readjust  the  pricing  system  and  strive  to 
resolve  the  phenomenon  of  price  deviating  from  value.  Production 
conforming  to  the  demands  by  society  should  be  ensured  a  normal  profit 
and  financial  means  should  be  used  as  necessary  to  subsidize  products 
urgently  needed  in  the  market  so  as  to  ensure  a  smooth  production  process. 

3.  The  role  of  economic  levers  must  be  strengthened.  Economice  levers 
must  be  managed  by  levels  to  closely  integrate  guidance  planning  with 
the  comprehensive  application  of  economic  levers.  I  think  coordination 
and  balance  between  economic  planning  and  economic  policies  and  between 
economic  decrees  and  economic  levers  are  a  most  important  overall 
balance  for  strengthening  macroeconomic  management  and  ensuring  a 
sustained  and  steady  development  of  the  national  economy.  Planning 
departments  at  all  levels  must  see  to  it  that  this  is  achieved.  The 
application  of  economic  levers  should  become  an  important  component 
part  of  the  state  planning.  To  use  economic  levers  well,  we  must 
accelerate  construction  of  a  network  for  planned  forecasts  and  economic 
information.  In  particular,  attention  should  be  paid  to  giving  full 
play  to  the  function  and  role  of  the  banks  and  applying  the  credit  lever 
more  often  so  as  to  more  ingeniously  set  the  banking  machinery  in  motion. 

In  the  meantime,  I  fully  endorse  Comrade  Liu  Suinian's  /2692  7151  162^/ 
viewpoint,  to  make  guidance  planning  a  success  and  apply  economic 
levers  effectively,  we  must  have  the  backing  of  a  certain  material 
means  and  actual  strength  (foreign  exchange  and  financial  and  material 
resources),  this  goes  for  the  State  Planning  Commission  and  the  provincial 
planning  commissions  as  well,  otherwise,  it  will  be  very  difficult  for 
guidance  planning  to  genuinely  play  its  role. 

4.  The  state  exercises  control  over  the  major  issues  while  allowing 
flexibility  on  minor  ones.  The  scale  of  the  state  investment  in  capital 
construction  and  the  scale  of  the  consumption  funds  must  be  adequately 
controlled  to  guard  against  runaway  investments  and  swelling  consumption. 

5.  Reform  in  the  circulation  sphere  should  be  carried  out  in  a  c5nspicu6us 
way  so  that  the  means  of  production  can  enter  the  market  in  the  form  of 
commodities  to  promote  the  development  of  production. 

However,  I  feel  that  the  opinions  for  reform  in  these  five  areas  are 
primarily  directed  at  the  above““mentioned  defects  of  the  planning  system 
still  without  making  any  important  breakthrough.  To  bring  about  an 
important  breakthrough  in  the  reform  of  the  planning  system,  an  open 
door  policy  is  necessary  to  effect  our  reform  in  depth. 
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II,  Taking  an  Open  Door  Road 

Comrade  Xue  Muqiao  pointed  out  in  his  speech  on  the  23rd 
not  given7,  the  current  planned  management  systemis  a  system  patterned 
after  the  Soviet  modality,  this  system  with  administrative  and^regional 
barriers  and  without  horizontal  contacts  is  a  closed  “J^J^enient  system. 
Commodity  economy,  on  the  other  hand,  requires  open  and  horizontal  and 
vertical  contacts,  it  requires  close  contacts  not  only  with  various 
professions  and  trades  and  regions  at  home  but  also 

Lntacts.  In  Chinese  history,  there  was  a  debate  on  military  strateg 
between  Su  Qin  /5685  4440/  and  Zhang  Yi  /1728  0308/ ,  one  advocated 
vertical  combination  and  other  supported  horizontal  alliance.  I  am  of 
the  opinion  that  in  our  economic  activities,  especially  , 

planning,  we  should  apply  both  strategies  of  vertical  combination  and 
horizontal  alliance  by  strengthening  horizontal  economic  contacts  and 
coordination  and  at  the  same  time  sustaining  the 

and  cooperation.  If  prominence  is  not  given  to  the  opening  door,  the 

reform  of  the  planning  system  cannot  be  done  well.  The  basic  spirit  o 
the  3rd  Planum  of  the  12th  CPC  Central  Committee  also  gave  prominence 
to  "opening  the  door."  The  practice  of  opening  to  the  outside  world  in 
Fujian  in  the  past  several  years  has  proved  that  our  existing  c  ose 
planned  management  system  is  very  inadequate.  To  open  up  the  economy 
without  opening  up  the  system  certainly  cannot  • 

In  implementing  the  guidelines  of  the  3rd  Planum  of  the  12th  CPC 
Central  Committee,  the  Fujian  provincial  CPC  committee  had  earlier  giv 
prominence  to  "opening  the  door,"  which  ®eans  emancipation  of  the  minds, 
opening  up  internally  and  externally,,  delegation  of  power  to  the  lower 
level  and  relaxation  of  policies.  We  have  delegated  the  power  to 
examine  and  approve  certain  projects  in  foreign  economic 
and  achieved  excellent  results,  but  this  is  still  not  enough,  must 
continue  to  expand  the  decisionmaking  power  of  localities  and  let  t 
pursue  their  tasks  boldly. 

Through  our  conscientious  study  to  the  "Decision  of  the  CPC  Central 
Committee  on  Reform  of  the  Economic  Structure,^  we  have  further  deepened 
our  understanding  and  comprehension  of  the  policy  of  opening  to  the 
outside  world  and  concentrated  our  efforts  on  reform  and  to  promote 
and  uphold  the  open  door  policy  and  reform.  It  goes  without  saying 
that  reform  is  a  very  complicated  task  and  should  be  . 

line  with  Comrade  Chen  Yun's  demands:  "Emancipating  the  minds,  seek j.ng 
truth  from  facts,  probing  continually  and  doing  a  solid  job.  piis 
particularly  true  when  the  planning  system  has  a  tendency  of  triggering 
a  chain  reaction  in  every  move,  thus  reform  should  be  carried  out  only 
when  we  are  sure  and  we  should  conduct  a  thorough  experiment  if  we  are 
not  too  sure,  just  as  Comrade  Mao  Zedong  emphasized  time  and  again  that 
"We  must  put  everything  through  an  experiment."  I  think,  to  carry  out 
reform  of  the  planning  system  and  implement  an  open  system,  Fujian  is 
a  more  ideal  base  for  experiment  because  Fujian  has  many  special  an 
superior  conditions: 
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1.  Fujian  Province  has  its  special  geographical  conditions.  The 
northern  part  of  Fujian  is  blocked  by  big  mountains  and  its  passage 
to  the  interior  is  the  Yingtan-Xiamen  railway  line,  and  transport 
facilities  are  limited ,  however,  it  faces  the  East  China  Sea  and^ 
communication  with  overseas  is  well  developed,  Fujian  since  ancient 
times  has  been  an  active  region  in  the  years  when  an  open  door  policy 
was  implemented  and  commodity  economy  is  more  developed  there .  Xiamen 
and  Mawei  ports  in  Fuzhou  were  the  two  major  trading  ports  of  the  "five 
ports  opened  to  commerce."  Quanzhou  was  one  of  the  world’s  famous^ 
commercial  ports  in  the  early  Song  Dynasty  with  good  transport  facilities. 
Economically  prosperous  and  culturally  developed,  it  established  trade 
relations  with  more  than  50  countries  in  the  world  and  was  the  famous 
"silk  road  at  sea."  All  these  advantages,  however,  were  turned  into^ 
disadvantages  in  the  past  as  a  result  of  the  military  confrontation  in 
the  Taiwan  Strait,  the  enemy’s  blockade  and  our  own  self-imposed 
closure  of  the  country  to  international  intercourse.  Now  the  situation  in 
Taiwan  Strait  has  changed  and  that  should  and  possibly  will  give  full  play 
to  the  advantages  in  this  aspect. 

2.  Fujian  is  small  province,  a  poor  and  backward  province  in  the  coastal 
region.  Owing  to  historical  military  reasons,  the  state  has  invested 
very  little  over  the  past  30  years,  the  province  has  almost  no  modern 
industry  and  the  foundation  is  weak.  However,  on  the  other  hand,  it  has 
tremendous  potentials  for  "painting  a  newest  and  most  beautiful  picture." 
For  example,  Meizhou  Bay  is  a  major  southern  harbor  envisaged  in  Dr  Sun 
Yat-sen’s  "General  Plan  for  National  Construction."  It  is  an  ice-free 
and  silt-free  harbor  with  a  deepwater  coastline  of  18  km  capable  of 
providing  passage  for  vessels  of  100,000  tons;  its  land  space  is 

wide  and  open,  Chinese  and  foreign  experts  unanimously  agreed  after 
inspection  that  it  is  a  fine  natural  habor,  rare  in  the  Far  East,  that 
can  be  comprehensively  developed  as  a  new  industrial  district  into  an 
industrial  base  for  petroleum  industry,  deepwater  wharf,  harbor  power 
station  and  ship  dismantling  for  steel  smelting  and  also  into  an  important 
trading  port  for  import  and  export  trade  with  inland  provinces  such  as 
Anhui,  Henan,  Hunan  and  Jiangxi.  Steps  should  be  taken  to  rapidly 
develop  and  utilize  this  precious  resource.  Meanwhile,  the  total 
industrial  and  agricultural  output  value  of  Fujian  accounted  for  less 
than  two  hundredths  of  the  national  output;  to  conduct  an  experiment 
in  this  small  and  poor  place  is  conducive  not  only  to  finding  a  new  way 
to  probe  and  accelerate  economic  development  and  popularize  successful 
experience  to  the  hinterland  but  also  helps  confine  things  proved 
unsuccessful  in  the  experiment  to  a  smaller  scope.  In  this  way,  even 
if  problems  were  to  arise,  the  impact  would  not  be  too  great  nationally 
and  the  risk  would  be  inconsequential. 

3.  Fujian  has  countless  overseas  ties.  Particularly,  it  has  6  million 
overseas  Chinese  and  foreign  citizens  of  Chinese  origin  who  love  the  country 
and  their  hometowns  and  cherish  strong  desires  to  make  contributions  toward 
changing  poverty-stricken  state  of  their  hometowns  as  soon  as  possible. 

They  can  act  as  a  go-between  in  developing  the  regional  economy  and 
importing  advanced  science  and  technology. 


74 


4.  Fujian  is  one  of  the  provinces  which  have  special  policies 

and  flexible  measures.  As  we  understand,  its  being  , 

fact  that  in  implementing  special  economic  policies  and  a  special 
eS^lfmanageLnt  .ygte»,  ju»t  as  described  by  the 

efforts  were  made  to  "increase  the  power  of  localities  and  ®  ® 

and  pi  iirprovinces  more  widely,"  /since/  "l:he  economic  structural 
reform  being  carried  out  in  these  two  provinces  is  not  only  conducive 
to  accelerating  economic  development  in  the  two  „ 

conducive  to  promoting  economic  structural  reform  across  the  country. 
"Various  departments  concerned  at  the  central  level  have  looked  upon 
these  two  provinces  as  experimental  bases  for  economic  reform.  In 
"Certain  Stipulations  Concerning  the  Planning  System  f  ®  ® 

Council  transmitted  to  the  State  Planning  Co^ission  recently  a  _  . 

writing  down  instructions,  it  was  also  clearly  pointed  out  that  Fuji  , 
GuangdLg  and  Xizang  may  carry  out  the  reform  of  the  planning  system 
in  accordance  with  the  special  policies  Oi.  the  central  authorities.^ 

Is  for  Fujian,  nothing  genuinely  "special"  has  taken  place  in  --nt 

vears  as  a  matter  of  fact.  In  this  aspect,  it  is  because  the  old  modality 

Ls  struck  root  deep  in  our  minds  for  a  long  time,  our  minds 

fettered  and  we  lack  the  dashing  spirit  to  experiment  and  probe  boldly. 

Another  aspect  is  that  certain  departments  of  the  central  authorities 

Z  not  recognize  the  significance  of  Fujian  fully  as  an 

base."  As  a  result,  Fujian  has  neither  been  properly  used  to  this  day 

nor  have  steps  been  taken  to  experiment  and  probe  ecmomic 

reform  boldly  in  Fujian;  the  habit  of  seeking  uniformity  in  everything 

™fover?oSng  the'uniJomlty  of  floxibility  and  Pf^Uaraty  of  plajmang. 

as  shown  in  the  remarks  in  numerous  documents  that  No  exception  = 

be  made  for  Guangzhou  and  Fujian,"  has  virtually  recalled  the  sp^ial 

and  flexible  power  delegated  to  us  CPC  Central 

blueprint  for  reform  depicted  by  the  3rd  Plenum  of  the  ^^th  CPC  Central 

Committee  has  displayed  more  clearly  the  spirit  of  f 

world  and  carrying  out  reform  domestically.  Various  departments  of  the 
central  authorities  are  now  accelerating  the  refom  and  we  are  more 
confident  in  upholding  the  policy  of  opening  to  the  outside  world  a 

reform. 

5.  Facing  Taiwan  and  close  by  Hong  Kong  and  ^acao,  Fujian  is  an  important 

region  linking  "one  country,  two  systems.  We  should  admit  that 

the  "left"  influence  for  more  than  30  years,  the  gap  between  ® 

economy  and  that  of  Taiwan  and  Hong  Kong  ^ 

import  and  export  trade  in  1983  amounted  to  $5.4  billion  while  that  of 
Fujian  in  1983  totaled  merely  about  $500  million.  Both  shores  of  t  e 
Taiwan  Strait  are  inhabited  by  Chinese  people,  with  Taiwanese  on  one 
side  and  people  from  Fujian  on  the  other.  Moreover,  the  ancestors  of 
the  Taiwanese  people  were  all  people  from  Fujian.  Fujian  and  Taiwan 
are  as  closely  linked  as  flesh  and  blood,  their  habits  and  language 
are  similar,  having  countless  ties.  Fujian,  therefore,  has  natural 
responsibility  of  developing  "three  communications  /san  tong  005  6639, 
transportation  and  postal  services,  direct  contact  and  academic,  cultural. 
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sports  and  technological  exchanges  between  two  sides — translator/  with 
Taiwan.  If  we  are  willing  to  lag  behind  economically,  it  will  naturally 
affect  Taiwan's  return  to  the  embrace  of  the  motherland.  This  is  a 
cardinal  matter  having  a  bearing  on  the  whole  situation.  A  leading 
comrade  at  the  central  level  pointed  out:  ”The  hope  of  Taiwan's  return 
to  the  motherland  and  the  reunification  of  the  motherland  rests  with 
Fujian,"  Now,  with  the  central  policies  striking  root  in  the  hearts 
of  the  people,  more  and  more  people  among  compatriots  in  Taiwan, 
including  those  important  Guomindang  military  and  government  officials, 
are  coming  over  to  Fujian  through  various  channels  to  find  their  roots 
and  visit  friends  and  relatives,  seek  shelter  from  typhoons  and  repair 
ships  and  engage  in  trade  activities.  If  we  still  stick  to  the  outmoded 
idea  of  "taking  class  struggle  as  the  key  link"  as  we  did  in  the  past, 
in  managing  the  economy  with  a  "left"  vision  and  "left"  methods  and  in 
establishing  "three  communications"  with  Taiwan,  our  policies  are  bound 
to  "break  our  promise  to  the  people"  and  to  the  compatriots  in  Taiwan, 
thereby  hampering  Fujian's  economic  development.  The  only  correct  way 
is  to  "open  up"  and  let  Fujian  have  more  decisionmaking  power  and 
develop  foreign  trade  and  trade  with  Taiwan  more  extensively.  In  this 
way,  Fujian's  economy  will  certainly  be  developed  very  quickly  and  in 
the  end  will  alleviate  the  state's  burden  in  Fujian. 

A  great  advantage  unique  to  Fujian  is  its  small  volume  of  trade  with  Taiwan, 
which  is  also  a  supplementary  way  of  implementing  the  trade  policy  between 
Fujian  and  Taiwan. 

It  goes  without  saying  that  to  carry  out  reform,  to  open  more  extensively 
and  develop  trade  with  Taiwan  involves  the  question  of  continually 
eliminating  the  "left"  influence  and  destroying  old  habits.  It  is 
imperative  to  smash  the  shackle  of  leftist  influence  and  the  old  force 
of  habit. 

Therefore  I  think  that  by  fully  utilizing  Fujian's  superior  conditions 
and  developing  the  experiment  on  the  reform  of  the  planning  system, 
it  will  not  only  find  a  new  road  for  the  reform  of  the  planning  system 
across  the  country  but  also  bring  about  rapid  economic  development  in 
Fujian. 

Opening  to  the  outside  world  has  become  the  tide  of  world  economic 
development  and  an  inevitable  objective  trend.  Practices  in  many 
countries  and  regions  over  theworld  have  proved  that  economy  will 
eventually  develop  rapidly  after  the  strategy  of  development  is  changed 
from  a  closed  and  introverted  type  to  an  open  and  extroverted  type, 

Singapore  is  a  tiny  area,  its  economic  level  20  years  ago  was  about  the 
same  as  our  Xiamen,  I  visited  there  2  months  ago,  and  the  impression  it 
gave  to  people  was  that  of  a  beautiful  city,  economic  prosperity,  political 
stability  and  good  social  order.  It  opened  to  the  world  boldly,  on 
the  one  hand,  and,  on  the  other  hand,  it  possessed  a  set  of  scientific 
management  methods  and  a  legal  system  stressing  handsome  rewards  and 
heavy  penalties.  Most  of  the  people  in  Singapore  are  people  from  Fujian, 
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then  why  is  it  that  Singapore's  economy  has  developed  so  rapidly  and 
we  are  lagging  so  far  behind?  Is  it  because  the  Fujian  people  there 
are  more  clever  than  the  native  Fujian  people?  No.  I  think  the  important 
cause  is  that  under  the  leftist  influence,  we  were  impelementing  a 
strategy  of  development  for  a  long  time  by  closing  the  country  to 
international  intercourse  and  struggling  solitarily,  thereby  isolating 
ourselves  and  binding  our  own  hands  and  feet.  This  should  be  summed  up 
as  a  lesson  learned.  Numerous  facts  have  proved  that  Singapore, 

South  Korea,  Brazil,  Mexico,  Hong  Kong  and  other  countries  and  regions 
achieved  fairly  notable  economic  results  after  adopting  an  "extrovert-type" 
strategy  of  development,  a)  High  speed  of  economic  development.  From 
1965  to  1979,  the  annual  economic  growth  rate  in  general  reached  over  8 
percent.  From  1965  to  1973,  Brazil  and  South  Korea  reached  over  10 
percent ;  Singapore  and  Hong  Kong  about  9  percent,  b)  Increase  of 
national  income  by  a  wide  margin.  By  the  middle  of  the  1970' s  the  per 
capita  national  income  generally  surpassed  $1,000,  for  example,  in  1978, 
South  Korea  reached  $1,160,  Singapore  and  Hong  Kong  reached  $3,290  and 
$3,040,  respectively,  Brazil  reported  $1,570  and  Mexico  $1,290. 
c)  Continual  expansion  of  the  foreign  trade  scale.  From  1960-1978, 
the  average  annual  growth  rate  was  maintained  at  more  than  10  percent 
in  general.  With  the  rapid  development  of  the  processing. industry,  the 
proportion  of  industrial  products  in  total  export  volume  also  increased 
rapidly.  From  1960  to  1977,, South  Korea  increased  from  14  to  85  percent, 
Singapore  from  26  to  44  percent ,  Hong  Kong  from  80  to  96  percent . 

Therefore,  we  think  that  only  by  opening  wider  can  Fujian's  economy 
develop  faster  and  only  by  opening  wider  can  the  management  system  of 
our  socialist  commodity  planned  economy  become  more  compatible  with 
the  demands  of  the  time. 

III.  For  5  years,  the  CPC  Central  Committee,  the  State  Council  and 
various  departments  have  given  tremendous  support  to  Fujian  in  implementing 
special  policies.  Various  departments  have  also  done  a  great  deal  of 
work  and  achieved  notable  result.  This  result  could  have  been  more 
significant  but  the  progress  was  slow  due  to  uneven  ideological 
understanding,  the  system  and  other  factors.  in  connection  with  this 
situation,  some  comrades  of  organs  under  the  provincial  planning 
commission  suggested  that  one  important  cause  of  the  failure  rests  with 
not  satisfactorily  determining  the  theoretical  basis  for  implementing 
special  policies.  If  this  theoretical  question  is  solved,  the  people 
will  achieve  a  unanimous  ideological  understanding  and  the  difficulties 
will  not  be  so  burdensome.  Some  comrades  suggested  that  since  "Comrade 
Xiaoping's  tentative  concept  of  "one  country,  two  systems"  is  an  important 
theory  for  solving  the  Hong  Kong  and  Taiwan  questions  in  future,  can  we 
not  say  that  the  theoretical  basis  for  implementing  special  policies  in 
Guangdong  and  Fujian  is  a  bridgehead  for  the  "one  country,  two  systems" 
Concept  linking  the  country  with  the  outside  world?  If  everybody 
understands  this  point,  then  implementing  special  policies  means  something 
genuinely  special,  not  deceptively  special  or  half  special.  I  think  these 
interpretations  stand  to  reason.  The  "one  country,  two  systems"  theory 
for  solving  the  Hong  Kong  issue  has  attracted  worldwide  attention  and  is 
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of  far-reaching  effects.  It  is  accepted  by  the  Chinese _people,  the 
authorities  in  Hong  Kong  and  the  Hong  Kong  residents.  If  our  Fujian 
implements  a  special  policy  that  is  different  from  that  in  the  hinterland 
and  the  characteristics  of  this  policy  ere:  the  proportion  of  guidance 
planning  and  market  regulation  is  larger  than  that  the  hinterland 
the  economic  policies  are  more  relaxed  than  that  in  the  hinterland,  the 
composition  of  national  capitalism  and  capitalism  is  greater,  the 
decisionmaking  power  is  greater,  especially  in  developing  trade  with  ^ 
Taiwan,  the  limits  are  relaxed  for  the  supply  of  export  goods  to  Tai 
and  the  marketing  of  imported  products,  the  limits  confining  it  o 
provincial  scope  is  broken  down  to  help  coordinate  this  portion  o 
wotk  in  dealing  with  Taiwan  so  that  the  businessmen  in  Hong  Kong  and 
Taiwan  dealing  with  us  will  not  feel  that  we  are  ri^d  and  inilexible, 
showing  a  long  face  in  business  transactions.  In  view  of  the  above,  I 
think  it  would  be  to  the  great  advantage  of  our  economic  development 
and  also  greatly  beneficial  to  our  upholding  of  the  "one  country,  two 
systems"  policy.  Therefore,  I  support  this  view  and  also  hope  that 
departments  and  theoretical  workers  concerned  will  look  into  this 
theoretical  matter  seriously. 


Comrade  Hu  Yaobang  recently  suggested  that  our  country  and  nation  are 
facing  the  third  takeoff,  the  goal,  domestically  speaking,  is  two  great 
objectives :  1)  the  realization  of  the  great  reunification  of  the^ 

motherland  and  successfully  solving  the  Hong  Kong  and  Taiwan  questions; 

2)  the  quadrupling  of  the  nation's  gross  annual  value  of  industrial 
and  agricultural  production  by  the  turn  of  the  century.  To  achieve  this 
goal,  we  should  domestically  invogorate  the  economy  with  courage  and 
open  wider  to  the  outside  world.  We  in  Fujian  hope  to  make  still  greater 
contributions  in  fulfilling  these  two  great  tasks,  the  quadrupling  of 
the  nation's  gross  annual  value  of  industrial  and  agricultural  production 
by  the  turn  of  the  pentury  and  the  return  of  Taiwan  to  the  motherland. 

To  this  end,  we  must  rely  on  the  efforts  of  the  26  million  peop  e  in 
our  Fujian,  emancipate  our  minds,  strive  for  a  long  time  to  come  and 
wage  an  arduous  struggle;  also  we  earnestly  hope  that  we  can  count  on 
more  care,  help  and  support  from  various  departments  of  the  central 
authorities  and  fraternal  provinces,  municipalities  and  districts  so 
as  to  move  our  open  door  policy  and  reform  forward  along  a  healthy 
direction. 
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ECONOMIC  MANAGEMENT 


1982-1983  MAJOR  ECONOMIC  RESULTS  FOR  30  CITIES 

Economic  Results  Discussed 
Beijing  JINGJI  RIBAO  in  Chinese  14  May  85  p  1 

[Article  by  reporter  Yan  Kalin  [7051  0595  2651];  "Latent  Potentials  of 
Raising  Economic  Results  in  Cities  Are  Very  Great,  Important  Links  Are 
Reinforcing  Enterprise  Quality  and  Improving  Management — Responsible  person 
of  Comprehensive  Department  of  State  Statistics  Bureau  Said  in  a  Statement 
to  Reporter"] 

[Text]  In  connection  with  the  publication  of  the  1982-1983  major  economic 
result  index  in  30  cities,  a  responsible  person  of  the  Comprehensive  Depart¬ 
ment  of  the  State  Statistics  Bureau  pointed  out  on  13  May  in  his  statement 
to  this  reporter:  Owing  to  different  structures  in  industrial  departments 
of  various  cities  and  also  the  difference  in  tax  rates  for  various  profes¬ 
sions  and  trades  and  uneven  productivity,  objectively,  incomparable  factors 
existed.  However,  from  statistical  figures  we  can  see  that  1.  in  cities 
with  similar  conditions,  the  difference  in  economic  results  is  quite  big, 

2.  in  spite  of  rising  prices  in  energy  and  raw  materials  and  higher  wages 
for  workers  and  staff  members  in  recent  years,  some  cities  such  as 
Qinhuangdao,  Hohhot,  Dalian,  Changchun,  Nanjing,  Hangzhou,  Wuhan,  Chengdu, 
Chongqing  and  Yinchaun  have  still  been  able  to  raise  economic  results  year 
after  year  and  in  many  cities,  last  year’s  economic  results  were  higher  than 
that  in  1982.  All  this  has  shown  that  the  potentials  of  raising  the  economic 
results  in  cities  are  very  great . 

This  responsible  person  also  pointed  out  the  many  reasons  that  caused  a 
drop  in  the  economic  results  in  some  cities.  For  example,  due  to  the 
extremely  strained  situation  in  energy  and  communication  and  transportation, 
the  northeast.  North  China,  East  China  and  Central-south  regions  faced 
serious  power  shortage;  as  a  result,  some  enterprises  had  been  carrying  out 
production  weekly  by  "stopping  three  days  and  operating  four  days"  with 
frequent  turning  off  of  switches  to  limit  power  use.  Affected  by  price 
fluctuation,  the  cost  of  comparable  products  was  overspent.  According  to  the 
statistics  of  Tianjin,  Shenyang  and  Guangzhou  cities,  of  the  total  amount  of 
the  overspent  cost  of  comparable  products,  59  percent  was  affected  by  the 
factor  of  rising  price  of  raw  materials  and  fuel  moving  into  the  factories, 
of  course,  the  poor  quality  of  enterprises  and  lower  management  levels  were 
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also  important  factors  for  cost  overspending.  Because  the  relations 
between  the  state*  the  collective  and  individuals  were  not  properly  handled* 
while  the  full-member  labor  productivity  and  profits  in  some  cities  had 
increased*  the  amount  of  tax  delivered  in  place  of  profit  did  not  increase 
or  increased  very  little.  Last  year*  the  amount  of  tax  delivered  in  place 
of  profits  in  Tianjin*  Tangshan*  Baotou*  Chengzhou  and  Nanning  cities 
dropped  by  more  than  3  percent  while  the  amount  of  profit  retained  by  these 
five  cities  rose  by  20.7  percent. 

Input-Output  Table 

Beijing  JINGJI  RIBAO  in  Chinese  14  May  85  p  1 

[Input-Output  Comparison  Table  of  16  interior  Cities  and  14  Coastal  Cities  by 
Comprehensive  Department  of  State  Statistics  Bureau] 

[Text]  Tax  from  Profit  Tax  from  Profit 

Provided  by  Fund  per  Provided  by  Full-member  Labor 

100  Yuan  Original  Value  Productivity 


City /Index 

(Yuan) 

of  Fixed  Assets  per 
100  yuan  (Yuan) 

(Yuan/Person) 

1982 

1983 

1984 

1982 

1983 

1984 

1982 

1983 

1984 

Beij ing 

35.2 

35.1 

35.7 

33.3 

32.4 

32.7 

17*293 

18,297 

19*934 

Tianj in 

37.2 

36.1 

32.6 

37.0 

35.7 

32.6 

18*830 

19*899 

21*889 

Qinhuangdao 

12.9 

15.8 

19.9 

13.1 

16.0 

20.2 

8*107 

8*699 

9*848 

Hohhot 

14.4 

20.5 

22.7 

16.1 

21.7 

22.2 

8,842 

10*073 

11*317 

Shenyang 

20.3 

19.1 

21.7 

19.5 

17.7 

19.9 

11*510 

12,602 

14*461 

Dalian 

34.8 

35.3 

37.8 

31.8 

32.0 

34.3 

18*080 

19*418 

22*461 

Changchun 

23.1 

24.6 

29.1 

20.7 

21.7 

26.9 

11*798 

12*633 

14*356 

Harbin 

15.4 

14.8 

16.4 

15.0 

14.6 

16.2 

10*377 

11*158 

12*308 

Shanghai 

87.6 

73.1 

72.9 

91.5 

77.1 

76.8 

28*176 

29*497 

31*212 

Nanj ing 

28.2 

29.2 

33.6 

26.5 

26.8 

31.2 

15*812 

16*138 

18*837 

Suzhou 

37.8 

34.4 

33.3 

43.7 

39.6 

36.7 

16*246 

17*371 

19*533 

Changzhou 

35.7 

34.7 

34.5 

42.3 

37.9 

36.5 

23*594 

24*488 

25*859 

Nantong 

35.2 

26.5 

28.5 

40.1 

29.5 

30.5 

23*030 

22*643 

24*448 

Lianyungang 

25.1 

27.1 

26.9 

27.1 

28.4 

27.7 

8*849 

9*707 

11*025 

Hangzhou 

47.5 

48.5 

49.6 

57.9 

57.3 

57.5 

16*552 

17*859 

20*315 

Ningbo 

53.0 

51.7 

57.1 

71.8 

68.5 

68.3 

17*358 

19*464 

27*907 

Wenzhou 

13.8 

17.0 

16.3 

16.7 

19.1 

18.0 

8*843 

9*698 

10*969 

Xiamen 

44.1 

38.9 

44.8 

62.0 

53.9 

63.1 

14*885 

15*319 

17*806 

Qingdao 

41.0 

40.1 

41.7 

40.3 

38.6 

39.7 

16*869 

17*432 

18*679 

Yantai 

25.6 

24.7 

17.3 

28.7 

28.0 

19.9 

15,060 

15*695 

15*818 

Weihai 

27.4 

20.7 

20.1 

33.3 

27.0 

24.8 

14*760 

16*652 

16*852 

Zhengzhou 

31.8 

31.8 

29.2 

33.2 

32.0 

29.0 

14*063 

14,274 

14*091 

Wuhan 

18.4 

19.4 

21.4 

18.7 

19.5 

21.3 

14*986 

16*100 

17*298 

Shashi 

22.5 

18.1 

17.5 

29.3 

22.9 

21.9 

16*052 

17*076 

17*342 

Zhan j iang 

27.0 

18.1 

17.4 

32.8 

21.3 

20.5 

9*364 

7*797 

9*836 

Beihai 

9.7 

12.9 

10.2 

10.6 

13.8 

10.7 

7*230 

7*420 

7*879 

Chengdu 

16.9 

22.2 

23.3 

17.6 

21.9 

23.8 

11*079 

12*194 

14*667 

Chongqing 

17.8 

20.6 

22.4 

17.2 

19.2 

21.8 

10*156 

11*391 

12*650 

80 


Kunming  27.7  27.4  29.0  28.8 

Yinchuan  7.8  12.6  14.6  8.2 


28.2  29.9  13,035  14,142  15,947 

13.3  15.3  8,317  10,165  11,422 


Notei  (1)  Data  do  not  include  figures  of  counties  under  munipal  jurisdiction 
(2)  Data  represent  industrial  enterprises  with  independent  accounting 
system  under  ownership  by  the  whole  people. 
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JPRS-CEA-85-065 
19  July  1985 


FINANCE  AND  BANKING 


FEASIBILITY  OF  ESTABLISHING  OFFSHORE  FINANCIAL  CENTER  IN  CHINA 

Shanghai  CAIJING  YANJIU  /THE  STUDY  OF  FINANCE  AND  ECONOMIC^?  in  Chinese 
No  2,  18  Apr  85  pp  68-69  ,  ^  , 

/Article  by  Cal  Changxue  /5591  7022  133l7  Department  of  World  Economy  of 
finance  and  Economics  College:  "It  Is  Feasible  To  Establish  an  Offshore 
Financial  Center  in  ChinaV 

/TextT  Numerous  articles  have  discussed  the  question  of  establishing  an 
InSLtional  financial  center  in  China  recently.  However,  there  are  many 
t^erof  inSrnational  financial  centers,  which  kind  should  our  country  use 
for  reference?  Practically  no  one  has  mentioned  this  point .  General  y 
speaking,  international  financial  centers  may  be  roughly  divided  into  globa 
financial  centers  which  undertake  comprehensive  operations  by  combining 
domestic  and  foreign  operations  into  one  entity;  and  regional  finan  i 
centers  which  specialize  In  offshore  financial  operations  separating  domestic 
from  foreign  opLations.  In  the  light  of  the  current  situation 
country,  it  seems  impossible  to  form  a  global  financial  . 

main  rLsons  are  as  follows:  1)  Our  country  still  does  not  have  available 
foreign  exchange,  currencies,  capital  and  a  gold  market  of  its  own,  without 
the  coordination  with  the  domestic  financial  market, 

establish  this  type  of  international  financial  center;  2)  foreign  exchange 
control  cannot  bi  completely  relaxed  -  follahedmithln  a  short  period  of 
time  and  on  a  large  scale;  3)  the  nonexchangeability  of  RIIB  is  also  a 
restrictive  factor* 

What  is  offshore  financial  operation?  What  is  an  offshore  financial  center? 
Precisely  speaking,  offshore  operation  is  a  modern  internationalized  financia 
opLation  which  eLrged  after  the  war.  To  use  a  common  expression  it  is  an 
operation  handling  Eurodollars.  Eurodollars  means  time  deposits  in  terms  of 
u!s.  dollars  in  banks  outside  the  United  States  which  are  principally  used 
in  bringing  the  funds  together  internationally  through  this  reservoir, 
offshore  financial  center.  Because  the  offshore  banking  operation  is  a  kind 
of  wholesale  banking  operation,  it  can  easily  be  strangled 

decrees  as  well  as  taxation  in  any  form.  Therefore,  typical  contemporary 
offshore  financial  centers  are  all  in  narrow  and  small  islands  limited  in 
terStoriaiscope  where  all  kinds  of  preferential  treatments  are  offered 
by  means  of  decrees,  regulations  and  taxation  to  artificially  ^ncourag 
foreign  banks  to  transact  Eurodollars  there  by  taking  advantage  of  the 
situation  to  benefit  themselves.  Moreover,  the  funds  of  this  type  of 
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financial  center  are  derived  and  used  overseas  with  the  centers  themselves 
playing  only  an  intermediary  function  as  a  third  country.  In  principle, 
they  prohibit  funds  from  flowing  into  the  domestic  market  so  as  to  isolate 
the  impact  on  domestic  finance  by  the  outflow  and  inflow  of  funds  from 
overseas. 

The  writer  of  this  article  thinks  that  it  is  feasible  for  our  country  to 
establish  an  offshore  financial  center  with  separate  domestic  and  foreign 
operations  at  the  present  stage  because  from  a  vertical  point  of  view,  the 
conditions  for  establishing  various  offshore  financial  centers  are  not 
beyond  the  following  points:  First,  the  policy  of  opening  to  the  outside 
world  and  stable  policies.  The  policy  of  opening  to  the  outside  world  as 
a  long-range  national  policy  of  our  country  and  the  "one  country,  two 
systems"  concept  as  a  brand  new  theory  and  the  satisfactory  solution  to 
the  Hong  Kong  question  by  China  and  Britain  in  practice  have  given  our 
country  an  excellent  reputation  and  image  internationally.  Second,  abolition 
of  foreign  exchange  control  by  permitting  foreign-capital  banks  and 
nonresidents  to  freely  engage  in  financial  transactions.  It  is  entirely 
possible  for  our  country  to  abolish  foreign  exchange  control  within  a 
small  scope  and  by  stages  to  facilitate  the  development  of  offshore 
financial  operations.  Third,  developed  infrastructures  and  complete 
communications  network  for  financial  information.  The  infrastructures 
and  postal  and  telecommunications  facilities  in  the  SEZ's  along  our  coastal 
regions  have  rapidly  surpassed  the  old  economic  bases  like  Shanghai  and 
others  and  are  expected  to  approach  the  world's  level  in  the  near  future. 
Moreover,  there  will  not  be  many  difficulties  posed  to  giving  preferential 
treatment  in  taxation,  simplifying  procedures  for  exit  arid  reentry,  and 
absorbing  foreign  capital  for  opening  banks.  However,  these  three  basic 
conditions  cannot  be  achieved  within  a  short  period  of  time.  First,  we 
lack  specialized  personnel  to  handle  offshore  financial  operations;  second, 
the  promulgation  of  decrees  on  financial  matters  is  not  something  that  can 
be  expected  soon;  last,  we  do  not  have  internationally  recognized  accounting 
and  legal  offices  to  bring  along  related  Operations.  It  goes  without  saying 
that  time  difference  and  geographical  location  also  constitute  an  Important 
factor  that  should  not  be  ignored. 

The  establishment  of  an  offshore  financial  center  in  our  country  will  be  an 
unprecedented  pioneering  undertaking  requiring  extremely  crucial  preparations. 
The  things  we  should  do  at  present  are:  intensifying  personnal  training, 
conducting  cost-effectiveness  assessment  and  drafting  International  finance 
law.  At  the  same  time,  it  is  imperative  to  conscientiously  do  a  good  job 
in  picking  the  site  for  the  offshore  financial  center,  purchasing  advanced 
computer  communications  equipment  and  quickening  the  pace  of  Importing 
foreign  capital  to  open  up  banks  so  as  to  gradually  internationalize  our 
financial  operations.  So  long  as  we  can  achieve  the  above  tasks,  even 
though  our  country  cannot  replace  Singapore  and  Hohg  Kong  in  financial 
position  with  the  advantages  of  geographical  location  and  time  difference, 
the  possibility  of  gradually  developing  our  country  into  a  regional 
financial  center  in  the  Far  East  exists. 
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Such  being  the  case,  why  then  is  it  necessary  to  establish  an  offshore 
financial  center?  What  are  the  advantages  of  establishing  an  offshore 
financial  center  in  our  country?  Since  our  country  is  so  far  lacking 
in  funds,  why  still  bother  to  establish  this  "foreign-foreign  type  ^ 
financial  center?  From  the  international  point 

gravity  of  the  world  economy  in  the  next  century  will  shift  to  the  Asian 
and  Pacific  region.  As  our  country  is  sitting  in  the  center  of  the  Asian 
and  Pacific  region,  besides  striving  to  overtake  the  developed  countries, 
we  should  also  see  to  it  that  our  finance  will  gradually  move  toward 
internationalization.  By  establishing  an  offshore  financial  center 
in  our  country,  therefore,  not  only  we  can  accelerate  the  training  of  ^ 
personnel  specialized  in  international  finance  and  elevating  our  country  s 
financial  status  internationally  but  also  we  can  take  advantage  of  the 
advanced  operational  skills  and  management  experience  of  foreign  capital 
banks  and  financial  institutions  and  accelerate ^the  formation  and 
development  of  the  domestic  financial  market  by  using  things  foreign 
to  promote  things  within."  From  the  domestic  point  Of  view,  our  country 
still  remains  in  a  leap  period  of  great  economic  development;  the  tertiary 
Industrv  is  relatively  backward,  becoming  a  stumbling  block  to  vigorous 
aco^o^S  davSpmant,  and  financial  opafatlon  ia  a  daclalva  component  xn 
the  tertiary  industry.  Any  breakthrough  in  financial  operation,  therefore, 
will  S^nHlonrthe  development  of  other  related  professions  and  trades 
in  the  tertiary  industry,  such  as  accounting,  lawyers,  commerce,  tourism 
a"d1;suranc:7and  thro^^h  which  it  will 

entire  national  economy.  Moreover,  by  establishing  an  offshore  f man  i 
center  we  can  import  funds  nearby  needed  by  wholly  owned  foreign 
vr>t^c!P<5  Chinese-foreign  joint  ventures  and  Chinese-foreigp 

SopTt«i:e’a“S;LJr:pLaJing  ih  oat^couatrp 

including  domestic  enterprises  which  are  in  urpnt  needs  of 
exchange^funds  without  having  to  go  a  relatively  far  away  center  to 
compleL  loan  procedures.  This  way  will  avoid  mounting  inconveniences. 


In  short,  the  characteristics  of  the  separation-type  offshore  financial 
center  are  that  it  carries  out  foreign  operations  with  foreign  resources 
without  having,  to  rely  on  the  domestic  financial  market.  This  is  compatible 
with  the  current  situation  in  our  country.  In  addition,  the  question  of 
internationalizing  RMB  is  completely  nonexistent  in  our  country;  banks  in 
our  countty  doing  foreign  exchange  business ,  sUch  as  the  bank  of  China 
and  the  Industrial  and  Commercial  Bank  can  freely  join  in  the  competition 
and  learn,  replenish  and  cath  up  with  and  overtake  others  in  the  course 
of  competition  so  as  to  gradually  build  up  the  economic  base  needed  for 
developing  domestic  finance. 
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JPRS-CEA-85-065 
19  July  1985 


FINANCE  AND  BANKING 


PAST,  PRESENT,  FUTURE  OF  CHINA'S  BANKING  DISCUSSED 
Beijing  JINGJI  RIBAO  in  Chinese  22  May  85  p  2 

[Article  by  Shang  Ming.  [1424.  2494] :  "The  Past,  Present  and  Future  of 
Banking  in  China"] 

[Text]  For  more  than  35  years  since  the  founding  of  the  PRC,  our  socialist 
finance  which  grows  in  step  with  our  country's  economic  development  has 
also  made  a  contribution  in  developing  the  economy  of  our  country. 

I.  Past;  S luce  the  founding  of  New  China  and  up  to  the  eye  of  the  financial 
structural  reform  started  recently,  the  People's  Bank  of  China  as  the  main 
body  of  socialist  finance  has  always  played  a  dual  role:  on  the  one  hand, 

it  is  performing  the  functions  of  the  central  bank  by  issuing  currency, 
controlling  cash  and  foreign  exchange,  drawing  up,  organizing  and  executing 
credit  plans  and  acting  as  an  agent  for  the  treasury,  playing  the  role 
of  macrocontrol  and  microregulation  in  the  national  economy  especially 
in  the  financial  sphere;  on  the  other  hand,  it  is  performing  the  functions 
of  a  credit  bank  by  developing  savings  business  and  extending  credit  in 
support  of  Industrial  and  agricultural  production  and  commodity  circulation, 
playing  the  role  of  raising  funds  and  bringing  them  together.  The  emphasis 
of  the  above  dual  roles,  however,  varies  with  different  historical  periods. 

First,  during  the  early  period  following  the  founding  of  New  China  (1949-1951), 
a  tremendous  victory  was  won  in  curbing  inflation  and  stabilizing  commodity 
prices.  Second,  during  the  period  of  socialist  transformation  of  private 
enterprises  (1952-1956),  the  transformation  was  successfully  accomplished 
by  means  of  credit  and  interest  rate  as  a  lever.  Third,  after  the  transforma¬ 
tion  of  the  private  ownership  of  the  means  of  production  was  basically 
completed  in  1956,  our  country  entered  into  the  period  of  socialist  planned 
construction. 

II.  Present:  As  our  friends  in  the  audience  here  know,  our  country  started 
its  economic  reform  in  1979.  The  main  features  of  this  reform  are  the 
relaxation  of  policies,  the  development  of  a  socialist  planned  coimnodity 
economy,  giving  more  decisionmaking  power  to  the  producers  and  operators 
and  effectively  tapping  the  production  potential  in  the  whole  society. 

Comrade  Deng  Xiaoping  suggested  in  October  1979:  "To  turn  the  banks  into 

a  lever  of  economic  development  and  technological  innovation,  we  must 


85 


r„n  th.  banks  truly  as  banks."  Chinese  S  f J^SLrout: 

the  UOT  in  office  organisation,  funds 

LnSr  cL^criolfc^^cope  of  credit,  categorizing  business  operations 

Guided  by  the  policy  of  "enlivening  the  domestic  economy  and  opening  to  the 
Guided  by  the  poii  y  ^  ^  achieved  in  the  reform  and 

SarcSd.“°For^Splcrdurl5“thrseS  tau”of  1984,  particularly 
Xcf  the  fourth  quarter,  due  to  the  lack  of  “  “tlf 

funds  and  consumption  fun^,  “°'%f ""72e”Sire  St  of  sLrciodities 
2  ^hrS^a^^t  r“lrrf“:ar«S:  S^y  deeded  the  planned 
norl  wlSln  a  short  period  of  time.  This  uarning  “^Sna  r^iu^d  ^  once 

^^hSel:  SrcoSL“f“c:no:rc"r!£or«  and  In  a  situation  when  all  quarters 
are  in  need  of  more  funds. 

E”noIirstrucwre"‘’adopS  by  tS  ^fplen^^o/tto^llS  CPC^Stral  Cojilttee 
is  the  guiding  principle  of  all  our  economic  work  from  this  * 

rdvnamic  way.  We  hope  to  have  a  financial  system  in  the  near  future  that 
is  effective  in  macrocontrol,  flexible  in  microregulation  _ 

SndS  ail  used  skillfully;  we  hope  that  financial 

f?cales  will  be  gradually  formed,  with  the  central  bank  as  the  center,  ^ 

Shic^wSl  coLfst  within  types  of  financial  institutions  and  be  supported 

by  cities . 

Finally  a  few  simple  words  about  the  question  of  implementing  the  policy 
f  t^tL  Ltside  world  in  the  financial  sphere.  China  needs 

“an  Lit  of  funds  to  achieve  its  goal  of  quadrupling^^^^^^^^^ 

gross  industrial  and  agricultural  output  value  by  the  turn  of  the  century. 
With  respect  to  raising  construction  funds,  our  aim  is  to  gain  a  foothold 
S Ihrco^wy  and  also  draw  support  from  abroad.  With  the  ^ohomic  _ 
S^vSopment  id  the  obj active  needs  In  our  co;»try,  '7/77 
banks  Ld  banks  under  joint  ventures  especially  those  in  the  SEZ  s  ^ 
^"^opportunities  to  'engage  in  financial  operations,  thus  we  antrcrpate 
further  cooperation  with  international  financial  circles. 
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JPRS-CEA-85--065 
19  July  1985 


FINANCE  AND  BANKING 


BANK/S  ROLE  IN  PROVIDING  CONSUMER  LOANS  DISCUSSED 

Taiyuan  SHANXI  CASING  XUEYUAN  XUEBAO  /JOURNAL  OF  SHANXI  FINANCE  AND 
ECONOMICS  COLLEGE/  in  Chinese  No  2,  Apr  85  p  51 

/Article  by  Di  Yuewen  /5049  6460  242//  and  W^ng  Jinlong  /3769  6855  789//: 
”Banks  Should  Provide  Loans  for  Consumption// 

/Tex//  Banks  are  a  comprehensive  department  in  the  national  economy.  Bank 
credits  are  playing  an  extremely  important  role  in  national  economic 
construction.  However,  over  the  years,  bank  credits  in  our  country  can  only 
absorb  savings  deposits  and  extend  circulating  fund  loans  but  dare  not  set 
foot  in  the  consumption  sphere.  We  cannot  say  this  is  not  a  wrong  decision. 

We  are  for  the  banks  to  provide  loan  services  for  consumption  as  soon  as 
possible  for  three  reasons : 

1.  The  objective  of  socialist  production  is  to  continually  satisfy  the 
daily  growing  needs  of  the  people  in  material  and  cultural  life.  Production 
determines  consumption  and  consumption  in  turn  influences  production. 
Production  which  provides  possibilities  for  consumption  is  an  important 
source  of  continually  growing  consumption.  Consumption,  on  the  other  hand, 
provides  a  market  for  production  and  plays  a  role  in  promoting  and  propelling 
the  development  of  production.  Marx  said:  "Without  consumption,  there  will 
be  no  production"  ("Selected  Works  of  Marx  and  Engels"  Vol  II  p  94). 
Production  and  circulation  links  require  regulation  by  bank  credit,  as 

does  consumption.  A  blockage  in  any  link  will  hamper  the  development  of  the 
commodity  economy.  For  over  a  long  time,  bank  credits  only  paid  undue 
emphasis  on  handling  savings  deposits  and  grasping  production  in  an  isolated 
way  and  neglected  the  consumption  link,  thus  failing  to  give  play  to  the  role 
of  consumption  in  promoting  production.  This  is  a  grave  lesson  to  be  learned. 
The  consumption  loans  provided  by  the  banks  have  vital  significance  in  raising 
the  people's  level  of  consumption,  unclogging  the  channels  of  commodity 
circulation  and  enlarging  socialist  reproduction. 

2.  By  putting  undue  emphasis  on  absorbing  savings  deposits  of  urban  and 
rural  residents  and  ignoring  consumption  loan  services,  the  bankb  have,  to 
a  certain  extent,  limited  the  scale  of  consumption  and  restricted  the 
consumption  level  of  the  people. 
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Since  the  3rd  Plenum  of  the  11th  CPC  Central  Committee,  the  income  of  the 
masses  of  people  has  increased  substantially  and  the  level  of  consumption 
has  also  been  elevated  to  a  certain  degree.  However, 
income  of  the  masses  is  transformed  into  savings 

increase  of  consumption  funds  which  the  people  genuinely  use  in  livi  g 
far  below  the  range  of  increase  of  savings  deposits.  As  a  result, 
commodities  in  the  market  are  found  unmarketable  and  the 

circulation  are  clogged.  A  strange  phenomenon  has  TSL  iLcks 

Characterized  by  "increased  deposits,  overstocked  commodities,  large  stocics 
ofgofdrirlrehouses,  supply  exceeding  demand,  factory  production  stoppages 
and  people  consuming  low-grade  food  and  clothing."  If 

are  provided  by  the  banks,  this  lever  can  be  applied  to  expand  comm  y 
sales,  promote  consumption  and  stimulate  production. 

3  Because  our  country  is  implementing  the  policy  of  distribution  according 
t;  work  and  letting  soL  people  become  rich  first,  a  difference  in  the  degree 
o?  St»Jn  men  LAeen  engendered  especially  in 

moreover,  since  each  person’s  family  financial  situation  is  different  and 
the  number  of  people  to  be  supported  differs,  some  monetary  funds  can  be 
sit  ::fdrulerand  transferSd  into  savings  f P^f 

sufficient  money  and  have  to  "economize  on  food  and  clothing  ,  even  tho 
who  have  a  ZxJev  monetary  income  and  a  higher  level  of  consumption  may  find 

themselves  short  of  funds  in  buying  high-grade  ’'^?SrstaS 

building  houses  or  for  taking  care  of  a  marriage  or  a  funeral.  This  state 
of  imbalance  between  income  and  expenses  among  urban  and  rural  resident 

solvS  Jy  the  banks  through  the  extension  of  loans  for  consumption 

as  a  means  of  adequate  regulation. 

With  regard  to  how  the  banks  can  provide  loans  for  consumption,  our  opinions 
are; 

1  The  traditional  concept  of  consumption  must  be  changed  and  a  new 
i«tlof  concept  that  can  fully  reflect  the  socialist  spiritual  and 

material  civilization  must  be  fostered. 

?  The  banks  should  set  up  consumption  loans  organs  to  extend  loans  for 
LsS;ptlS  £Ags  off  As  and  other  credits  organs  of  various  specralited 
banks  and  credit  cooperatives  can  all  handle  loans  for  consumptio 
concurrently  and  may  also  offer  loan  service  in  the  sayings  offices  by 
combinine  savings  and  loans  operations.  People  who  make  plans  to  purchase 
hS^rA  t^Sltles  may  sAt  savings  first  and  then  apply  for  nans  ^en 
the  swings  reach  a  certain  amount,  they  may  also  apply  for  loans  first  a 
then  repay  the  loans  through  special  savings  accounts. 

3.  The  banks  should,  step  by  step,  develop  f ^f^gjtrso 
consisting  of  leasing,  selling  on  credit,  and  payment  by  bailments  so 
that  someleople  with  low  income  con  consume  in  advance;  the  banks  may  als 
issue  cert^n  durable  consumption  and  housing  bonds  and  share  certifica  es 
to  turn  purchasing  power  into  Investment  funds  ahead  of  time. 
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4.  The  banks  may  also  offer  certain  consumption  loans  secured  by  goods 
and  materials;  gold,  silver  and  jewelry  may  be  used  as  security,  durable 
medium-  and  high-grade  consumer  goods  and  other  negotiable  securities  such 
as  savings  deposits  receipts,  treasury  bonds  and  share  certificates  may  also 
be  used  as  securities. 
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JPRS-CEA-8 5-065 
19  July  1985 


FINANCE  AND  BANKING 


NEW  BANK  LOAN  REGULATIONS  TO  CURB  INDISCRIMINATE  LENDING 
Guangzhou  GUANGZHOU  RIBAO  in  Chinese  24  Mar  85  p  1 

[Article  by  Zhang  Yaoshu  [1728  1031  2873}  and  Pan  Qingneng  [3382  1987  5174]: 
"New  Bank  Regulations  Help  Enterprises  Manufacturing  Consumer  Goods"] 

[Text]  The  Guangzhou  branch  of  the  Chinese  Industrial  and  Commercial  Bank 
has  revealed  that  it  has  issued  new  credit  regulations  in  order  to  fulfill 
the  spirit  of  the  instruction  by  the  party  Central  Committee  and  the  State 
Council  to  correct  the  indiscriminate  way  in  which  loans  have  been  handed  out 

According  to  the  new  regulations,  the  bank  will  get  tough  with  its  debtor 
enterprises  which  are  not  using  the  borrowed  funds  properly,  demanding  that 
they  repay  their  loans  within  a  fixed  period  of  time.  It  will  stop  lending 
or  limit  its  credit  to  enterprises  which  produce  or  buy  shoddy,  expensive 
and  unpopular  products,  are  not  managed  properly  and  have  not  been  able  to 
turn  in  a  profit  for  many  years.  It  will  not  extend  any  loans  to  enterprises 
run  by  party  organs  or  government  departments.  At  the  same  time,  it  will 
give  preference  to  enterprises  in  the  production  of  consumer  products  and 
support  state-run  enterprises  to  turn  out  more  products  to  keep  the  markets 
well  supplied  with  goods  and  reduce  the  pressure  for  price  Increases. 

Priority  in  lending  will  also  be  given  to  state-run  trading  enterprises, 
goods  and  materials  departments  and  relevant  production  units  to  help  them 
secure  a  foothold  in  the  wholesale  of  important  means  of  production  and 
durable  consumer  goods  which  are  popular  and  in  short  supply. 
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FINANCE  AND  BANKING 


REFORMS  IN  PRICE  CONTROL  SYSTEM  DISCUSSED 
Beijing  JINGJI  RIBAO  in  Chinese  1  Apr  85  p  4 

[Article  by  Shao  Hong  [6730  5725]:  "Reforms  in  Price  Control  System  Have 
Stimulated  Production"] 

[Text]  Advantages  and  Disadvantages  of  Centralized  Price  Control 

In  the  wake  of  ongoing  reform  in  the  economic  system,  a  phenomenon  has 

appeared  in  the  market  in  recent  years;  products  may  be  differently  priced  in 

different  stores.  You  may  buy  an  article  for  11  yuan  in  Store  A  and  get  the 

same  thing  for  10  3man  in  Store  B.  There  are  several  reasons  for  this 

phenomenon.  In  violation  of  public  policy,  some  stores  having  been  jacking  t 
up  prices  arbitrarily.  This  practice  must  be  strictly  corrected.  Another 
important  reason  is  that  as  the  state  seeks  to  invigorate  the  economy,  it  has 
also  been  reforming  the  price  control  system. 

Under  the  old  economic  system,  all  prices,  including  those  of  means  of 
production  and  articles  of  daily  use,  were  subject  to  state  control.  Trade 
departments  set  uniform  prices  for  key  commodities  and  subsidiary  enterprises 
must  follow  the  planned  prices  determined  by  their  parent  specialized 
companies.  All  commodities,  large  and  small,  were  governed  by  a  set  ofv, 
control  regulations  and  pricing  principles  and  methods.  Whichever  store- one 
visited  in  a  city,  an  article  would  have  only  one  pricei  This  system,  which 
did  not  make  distinctions  between  products  and  subjected  all  and  sundry  to 
uniform  state  pricing  control,  was  conducive  to  price  stability  and  facilitated 
the  implementation  of  the  national  economic  plan.  Such  was  the  advantage  of 
state  setting  prices  across  the  board. 

We  can  see  that  price  control  departments  could  not  possibly  maintain  the 
rationality  of  all  prices,  confronted  as  they  are  with  an  expanding  array  of 
products,  ever-changing  productivity  and  the  equally  volatile  relationship 
between  supply  and  demand.  Many  products  are  "stuck  with  a  price  for  life, 
whick  over  time  becomes  reflective  neither  of  the  value  of  the  article  nor  of 
the  supply-demand  relationship.  Oftentimes  an  article  is  underpriced  only  to 
lead  to  shortages,  black  market  transactions  and  other  irregularities.  For 
instance,  coupons  for  such  famous  brands  of  bicycles  as  Phoenix  and  Yongjiu 
are  the  target  of  speculators  and  profiteers.  Conversely,  articles  priced 
too  high  have  a  hard  time  finding  their  niche  in  the  market.  The  only  results 
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are  overstocking  and  waste.  Under  these  circumstances,  instead  of  serving  as 
a  medium  matching  production  with  consumption,  prices  become  a  barrier 
separating  the  two.  This  is  the  disadvantage  of  leaving  the  state  to  set  a 
uniform  price  for  everything. 


A  Prosperous  Market  and  Flexible  Prices 

For  an  extended  period  of  time  in  the  past,  we  had  this  one-sided  view  that 
"stabilizing  prices"  meant  freezing  prices.  Experience  proves  that  freezing 
prices  actually  violates  the  requirements  of  the  law  of  value.  In  preventing 
people  from  raising  depressed  prices  or  lowering,  the  prices  of  overpriced 
products,  it  militates  against  efforts  to  regulate  production  in  accordance 
with  social  demands  and  against  the  production  of  popular  commodities.  Given 
the  resultant  severe  shortages  in  key  agricultural  and  industrial  products, 
and  the  need  to  ensure  that  the  people’s  basic  daily  requirements  are  met, 
we  have  no  choice  but  to  "couponize"  our  economic  life.  Hence  the  sea  of 
coupons  of  every  description  which  threatens  to  drown  us  today. 


As  reforms  in  the  economic  system  become  increasingly  sophisticated  in  t  e 
wake  of  the  3d  Plenary  Session  of  the  11th  party  Central  Committee,  the  f^^st 
moves  were  also  made  to  reform  our  price  control  system.  In  a  break  with  the 
monolithic  price  control  system  of  the  past,  the  state  has  delegated  a  cer  am 
amount  of  power  over  prices  to  lower  units  and  instituted  a  number  o  price 
systems,  including  uniform  prices  set  by  the  state,  floating  prices,  prices 
determined  through  consultations  between  industrial  and  trading  enterpmses, 
prices  set  by  enterprises  themselves,  negotiated  buying  and  selling  prices 
and  country  fair  trade  prices  etc.  Price  reform  has  diversified  the. pricing 
structure.  Today,  the  previously  frozen  prices  of  many  state-controlled 
commodities  are  showing  signs  of  life.  The  prices  of  many  agriculture 
products  have  been  readjusted;  the  prices  of  chemical  fiber  products,  for 
instance,  have  been  lowered,  while  those  of  cotton  textile  products  have 
been  raised.  Some  electronic  goods  have  become  cheaper  but  energy  pro  uc  s 
have  become  more  expensive,  and  so  on.  As  for  other,  more  general  co^odities 
the  pricing  of  which  is  in  the  hands  of  enterprises  or  regulated  by  the 
market,  they  have  shown  even  greater  flexibility.  In  most  cases,  the  Prices 
of  commodities  in  short  supply  have  begun  to  go  up  while  those  of  commodities 
in  the  opposite  situation  have  come  down. 


By  creating  a  dual  system  combining  centralized  controls  with  decentralized 
decisionmaking,  reforms  in  the  price  control  system  have  done  much  to 
invigorate  the  enterprises,  promoted  the  production  of  commodities  geared  to 
market  needs  and  stimulated  the  market.  Take  the  electric  fan,  for  ins  ance. 
Thanks  to  a  flexible  application  of  the  floating  price  mechanism,  shops  have 
been  able  to  offer  a  seasonal  price  which  was  so  attractive  that  people 
snapped  up  the  appliance  even  at  the  height  of  winter.  Not  only  did  it 
benefit  the  consumer,  but  it  also  speeded  up  the  cash  flow  of  enterpris  , 
reduced  their  interest  payments  and  fueled  production  developmen  . 


92 


The  Future  Direction  for  Price  Control  System  Reform 

As  a  planned  economy  based  on  public  ownership,  the  socialist  planned 
economy  must  consciously  follow  and  apply  the  law  of  value*  To  do  so,  China’s 
price  control  system  must  undergo  further  reforms.  The  prices  or  fees  of 
key  products  or  services  with  a  bearing  on  the  national  economy  and  the 
people’s  livelihood,  such  as  essential  industrial  and  agricultural  products, 
transportation  and  worker  wages,  must  be  regulated  through  centralized 
planning  to  ensure  constant  rationality.  The  pricing  of  the  bulk  of  other 
commodities  and  services  should  be  left  to  localities  and  enterprises. 

Through  reform,  we  must  set  up  a  pricing  system  which  meets  the  needs  of  the 
socialist  commodity  economy  so  that  prices  will  be  more  indicative  of  value, 
more  sensitive  to  changes  in  the  supply-demand  relationship  and  better  able 
to  meet  the  needs  of  the  development  of  the  national  economy. 
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19  July  1985 


FINANCE  AND  BANKING 


REASON  FOR  SUBSTITUTING  CASH  FOR  GRAIN  IN  TAXATION  EXPLAINED 
Nanjing  XINHUA  RIBAO  in  Chinese  25  May  85  p  3 

[XINHUA  reporter's  interview  .with  a  responsible  person  of  the  agricultural 
finance  department  of  the  Ministry  of  Finance;  "Why  Is  Cash  Substituted 
for  Grain  in  Agricultural  Tax?";  date  and  place  of  interview  not  given] 

[Text]  With  the  approval  of  the  State  Council,  beginning  this  year,  the 
agricultural  tax  in  our  country  will  be  changed  from  imposing  grain  levies 
in  the  main  to  cash  levies  instead  by  converting  the  grain  into  cash  at 
an  "inverse  3:7  proportion."  Recently,  a  reporter  had  an  interview  with 
the  agricultural  finance  department  of  the  Ministry  of  Finance.  A 
responsible  person  of  this  department  answered  questions  raised  by  the 
reporter. 

[Question]  Why  is  it  necessary  to  change  the  agricultural  tax  from  a  grain 
levy  to  a  converted  monetary  levy? 

[Answer]  The  change  from  a  grain  levy  to  a  converted  cash  levy  in  the 
agricultural  tax  is  an  important  reform  of  the  agricultural  tax  system 
in  our  country.  For  a  long  time,  the  agricultural  tax  in  our  country 
consisted  primarily  of  a  grain  levy  which  the  peasants  used  to  call  public 
grain."  Since  the  founding  of  New  China,  the  state  has  been  in  control 
of  the  essential  amount  of  grain  by  imposing  a  grain  levy  through  an 
agricultural  tax  and  also  by  implementing  the  policy  of  state  monopoly 
for  purchasing  grain,  thereby  playing  an  important  role  in  ensuring  supply 
and  supporting  socialist  construction.  This  type  of  tax  in  kind  by , 
imposing  consisting  primarily  of  a  grain  levy,  however,  was  compatible 
with  the  rural  self-sufficient  and  semi-self-sufficient  economy.  With  the 
development  of  the  commodity  economy,  its  limitations  have  become  increasingly 
evident.  In  order  to  develop  specialized  commodity  production  in  the  rural 
area  and  readjust  the  agricultural  structure  itself,  a  change  in  this 
method  is  urgently  needed.  In  so  doing,  it  will  help  the  household  economy 
organize  production  based  on  market  demand  and  make  it  more  convenient 
for  peasants  to  pay  their  tax. 

[Question]  Why  is  it  called  "converted  cash  levy  in  substitute?"  Why 
was  the  measure  adopted? 

[Answer]  Changing  from  a  tax  in  kind  over  to  a  tax  in  cash  is  the  trend 
of  the  agricultural  tax  reform.  By  choosing  the  form  of  a  converted  cash 
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levy  in  substitute  at  the  present  stage  is  to  impose  a  levy  on  the  amount 
of  taxable  grain  by  converting  it  in  terms  of  money.  Taking  into  considera¬ 
tion  the  uneven  development  of  the  rural  commodity  economy  in  various  ^ 
localities,  a  stipulation  has  been  especially  set  in  the  course  of  this 
reform,  that  is,  a  levy  in  kind  may  still  be  carried  out  in  a  few  areas 
where  conditions  are  not  ready,  instead  of  "seeking  uniformity  in  every¬ 
thing."  The  advantages  of  implementing  this  measure  of  a  converted  cash 
levy  in  substitute  are:  1)  Under  the  principles  of  the  current  tax  law 
stipulations,  the  existing  basis  of  computing  the  agricultural  tax  levy 
will  remain  unchanged  and  the  contradictions  arising  from  the  incompatibi¬ 
lity  of  the  tax  in  kind  in  relation  to  the  development  of  rural  commodity 
production  are  solved  to  make  it  simple  and  easy  for  implementation. 

2)  After  the  state's  relaxing  the  readjustment  of  prices  for  agricultural 
products,  various  products  in  general  will  maintain  an  adequate  parity 
in  relation  to  grain.  Converting  the  levy  in  terms  of  cash  in  substitute 
for  agricultural  tax  in  a  unified  manner,  based  on  the  price  of  staple 
good  grain,  will  make  the  burden  more  reasonable  for  different  regions 
and  different  crops. 

[Question]  Why  is  the  conversion  of  cash  in  substitute  for  grain  in  the 
agricultural  tax  levy  is  fixed  at  the  "inverse  3:7  proportion"? 

[Answer]  This  is  in  consideration  of  the  fact  that  the  state  is  abolishing 
the  monopoly  for  purchasing  grain  and  changing  over  to  contract  purchase. 
Moreover,  the  price  for  the  grain  purchased  is  computed  at  the  "inversing 
3:7  proportion"  (that  is,  30  percent  based  on  the  original  centralized 
purchase  price  and  70  percent  based  on  the  original  price  for  the  portion 
purchased  above  the  set  quota)  instead  of  using  the  method  of  adding  price 
increments  to  a  base  figure.  Therefore,  in  the  agricultural  tax,  the 
method  of  converting  the  levy  into  cash  in  substitute  of  grain  based  on 
the  "inverse  3:7  proportion"  should  also  be  implemented  in  a  unified  manner. 
Now,  in  purchasing  grain  from  the  peasants  intended  for  pa3nnent  of  agricul¬ 
tural  tax,  the  state  will  pay  the  price  at  the  "inverse  3:7  proportion  ; 
in  paying  agricultural  tax  to  the  state,  the  peasants  should  also  convert 
grain  into  cash  at  the  same  price  and  the  same  rate.  This  is  reasonable 
to  both  the  state  and  the  peasants  without  adding  an  actual  burden  on 
the  peasants.  In  view  of  the  fact  that  the  income  from  cash  crops  is  in 
general  comparatively  higher  and  its  agricultural  tax  burden  is  generally 
lighter  than  the  grain-producing  areas,  therefore,  it  should,  like  the 
grain-producing  areas,  also  be  subject  to  agricultural  tax  in  a  unified 
manner  based  on  the  "inverse  3:7  proportion"  of  conversion  in  levy.  From 
the  point  of  view  of  policy  on  the  tax  burden,  this  is  also  reasonable. 

[Question]  After  the  new  form  of  levy  is  adopted  in  agricultural  tax, 
what  areas  should  be  improved  in  taxation  work? 

[Answer]  After  switching  over  to  the  converted  cash  levy  in  substitute 
for  the  agricultural  tax,  a  corresponding  improvement  should  be  made  in 
the  method  of  collection.  It  is  obviously  Inadequate  if  we  still  simply 
stick  to  tax  collection  by  stationing  grain  depots  (stations)  or  entrusting 
grain  depots  (stations)  to  take  care  of  the  levies.  Henceforth,  we  must 
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give  play  to  the  role  of  the  basic-level  organs  of  political  power  in  the 
rural  areas,  set  up  and  perfect  the  township-level  financial  organs  to  that 
township  governments  can  undertake  the  task  of  levying  agricultural  tax 
step  by  step.  Financial  departments  should  directly  organize  the  levy  if 
they  are  in  a  position  to  so  do.  In  other  words,  with  regard  to  peasant 
households  that  are  under  purchase  contracts  for  grain,  cotton,  oil-bearing 
crops  and  other  agricultural  products,  financial  departments  or  township 
governments  may  dispatch  personnel  to  the  purchasing  units  to  collect 
tax  or  they  may  ask  the  purchasing  units  to  levy  on  their  behalf. 

Levying  agricultural  tax  involved  hundreds  of  millions  of  peasants;  not 
only  is  it  an  important  policy  issue,  but  it  also  Involves  a  great  deal 
of  work  and  burdensome  tasks.  In  the  past,  this  task  was  fulfilled  under 
the  centralized  leadership  of  the  CPC  committees  and  governments  at  all 
levels  and  by  relying  on  the  efforts  of  cadres  at  all  levels  and  the  close 
cooperation  of  various  units  concerned.  After  changing  over  to  the  converted 
cash  levy  in  substitute,  we  hope  the  CPC  committees  and  governments  at  all 
levels  will  continue  to  strengthen  leadership  over  the  levy  work  and  do  a 
good  job  in  publicizing  and  explaining  this  matter  so  that  the  peasants 
will  actively  fulfill  their  duty  in  paying  tax;  in  the  meantime,  various 
departments  concerned  must  continue  to  coordinate  work  well  and  study  new 
situations  and  solve  new  problems  in  a  timely  manner  so  as  to  do  a  good 
job  in  agricultural  tax  collection  and  ensure  fulfillment  of  the  state 
tax  revenue . 
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PRICE  SYSTEM  REFORMED 

Guangzhou  GUANGZHOU  RIBAO  in  Chinese  21  Mar  85  p  4 

[Article  by  Sheng  Xuan  [4164  1357]:  "How  the  Price  System  Has  Been  Reformed"] 

[Text]  To  reform  the  economy,  we  must  reform  the  price  system.  How  did  we 
go  about  carrying  out  this  long-term  task? 

The  state  tegan  by  adopting  a  cautious  and  firm  policy.  As  the  Resolutions 
of  the  Party  Central  Committee  on  Economic  Structural  Reform"  points  out, 
since  price  reform  affects  countless  households,  we  should  take  a  very 
cautious  attitude,  formulate  a  realistic,  well-conceived  plan,  based  on 
production  development  and  the  state's  financial  capability  and  assuming  a 
gradual  increase  in  the  people's  real  income,  and  proceed  accordingly  step 
by  step."  In  other  words,  price  reform  must  be  appropriate  to  the  level  of 
production  development,  first  and  foremost.  Second,  we  must  take  into 
consideration  the  state's  financial  capability.  Third,  we  must  ensure  that 
the  people's  real  Income  increases  gradually.  These  three  overriding 
considerations  have  combined  with  a  realistic  policy  to  make  sure  that  the 
consumer's  interests  are  not  harmed. 

Second,  the  "Resolutions"  lays  down  a  number  of  correct  principles  for  price 
reform.  First,  in  accordance  with  the  requirements  of  the  exchange  of  equal 
values  and  changes  in  the  supply— demand  relations,  readjust  unreasonable 
price  ratios  between  commodities,  raising  and  lowering  prices  as  each  case 
justifies.  These  changes  offset  one  another  so  that  on  the  whole  the  price 
index  will  not  be  affected  significantly.  Second,  avoid  raising  the  sales 
prices  of  industrial  consumer  products  even  while  we  Increase  the  prices  of ^ 
a  certain  number  of  minerals  and  other  raw  materials.  We  expect  to  neutralize 
the  effects  of  a  majority  of  these  increases  by  making  the  most  of  the 
potentials  of  enterprises  in  industrial  manufacturing,  increasing  output, 
cutting  down  on  costs  and  economizing.  In  a  small  number  of  cases,  the  state 
has  reduced  the  taxes  payable  by  the  enterprises  in  order  to  help  them  trim 
their  costs  and  stave  off  a  price  increase.  Third,  measures  taken  to  correct 
the  traditional  depressed  selling  and  buying  prices  of  agricultural  and 
sideline  products  should  be  combined  with  other  steps  to  ensure  that  the 
masses  of  urban  and  rural  residents  will  not  suffer  a  net  loss  in  income  as 
a  result  of  price  readjustments."  At  the  same  time,  we  should  slowly  raise 
the  wages  of  workers  as  production  increases  and  economic  results  improve. 
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Third,  price  reforms  have  been  taking  place  against  the  very  favorable 
backdrop  of  rising  commodity  production  over  the  past  few  years.  Price 
fluctuations  are  caused  by  changes  in  the  supply— demand  relations.  After 
the  party  Central  Committee  decided  on  the  policy  to  open  the  country  to  the 
world  and  invigorate  the  domestic  economy,  there  has  developed  in  cities  and 
villages  alike  a  momentum  towards  increasing  commodity  production  and 
commodity  exchanges.  Commodity  production  results  in  plentiful  supplies 
which,  in  turn,  bring  about  price  stability.  Take  our  experience  in  Guangdong 
for  Instance.  Following  preliminary  price  reforms  and  other  changes  in  the 
management  system  in  the  last  few  years,  the  prices  of  some  commodities  have 
dropped  below  the  national  average  and  are  actually  lower  than  the  pre-reform 
levels.  This  is  because  increased  production  has  made  available  more 
commodities,  thereby  bridging  the  gap  between  supply  and  demand. 

Fourth,  even  while  they  are  reforming  the  price  system,  governments  at  all 
levels  have  strengthened  price  controls,  strictly  prohibiting  random  price 
hikes,  either  open  or  in  disguise,  and  severely  punishing  Individuals  or 
units  guilty  of  such  practices.  At  present,  there  does  exist  an  unhealthy 
tendency  to  jack  up  prices  arbitrarily.  Both  party  and  government  view  this 
very  seriously  and  are  cracking  down  on  it. 

Our  price  reform  is  a  systematic,  controlled  and  structural  readjustment  to 
make  prices  more  rational.  The  people's  standard  of  living  depends  on  the 
growth  of  production  development  and  rational  price  readjustments  help  speed 
up  such  a  development.  If  a  steep  upward  trend  in  price  movements  occurs 
temporarily  as  a  result  of  our  effort  to  remove  gross  price  irrationalities, 
the  government  will  act  accordingly  to  ensure  that  the  people's  standard  of 
living  is  not  affected. 
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JPRS-CEA-85-065 
19  July  1985 


FINANCE  AND  BAKING 


PROFIT  RATE  OF  RESTAURANTS  NOT  TO  EXCEED  35  PERCENT 
Guangzhou  GUANGZHOU  RIBAO  in  Chinese  24  Mar  85  p  1 

[Article  by  Lan  Liangpan  [5663  2733  3382]:  "Restaurants  Reminded  of  35 
Percent  Ceiling  on  Profits"] 

[Text]  The  municipal  Price  Investigation  Office  recently  reiterated  a  1983 
municipairegulafion  limiting  the  gross  profit  rate  of  individual  catering 
households  to  no  more  than  35  percent. 

Xhe  flurry  of  runaway  price  hikes  sometime  ago  was  particularly  blatant 
among  restaurants  and  food  stalls  run  by  individual  households,  often  boosting 
their  profit  rate  to  a  level  far  exceeding  that  permitted  by  the  municipal 
government.  As  a  result,  the  consumer  suffered.  To  educate  individual 
catering  households  to  charge  reasonable  rates  in  accordance  with  government 
regulations,  the  Price  Investigation  Office  mobilized  the  masses  to  act  as  a 
watchdog  to  prevent  arbitrary  price  increases  and  reiterated  a  regulation  in 
a  government  circular  issued  a  few  years  ago  expressing  its  determination  to 
put  an  end  to  arbitrary  price  and  fee  increases  to  ensure  the  basic  stability 
of  commodity  prices.  The  regulation  declares,  "Individuals  and  units  must 
operate  within  the  permitted  scope  of  business.  They  must  display  their 
licenses  prominently  and  charge  their  customers  clearly  marked  prices.  The 
gross  profit  rate  must  not  exceed  35  percent.  All  district  and  neighborhood 
price  investigation  groups  are  hereby  authorized  to  confiscate  the  illegal 
earnings  of  any  violator  and  impose  a  fine  on  him." 
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JPRS-CEA-85-065 
19  July  1985 


FINANCE  AND  BANKING 


RELATIONSHIP  BETWEEN  SOCIALIST  COST,  PLANNED  COMMODITY  ECONOMY 

Beijing  KUAIJI  YANJIU  [ACCOUNTING  RESEARCH]  in  Chinese  No  2,  30  Apr  85 
pp  27-33 

[Article  by  Xu  Yi  [6079  3015]:  "Relationship  Between  Socialist  Cost  and 
Planned  Commodity  Economy"] 

[Text]  The  CPC  Central  Committee’s  "Decision  on  Reform  of  the  Economic 
Structure"  is  another  important  milestone  since  the  start  of  the  new  situation 
for  socialist  modernization  after  the  3d  Plenum  of  the  11th  CPC  Central 
Committee.  While  summing  up  the  fresh  experience  in  socialist  construction 
and  international  experience,  the  "Decision"  has  also  made  a  complete 
judgment  on  the  socialist  economic  system  and  clearly  stated  that  socialist 
economy  is  a  planned  commodity  economy  based  on  public  ownership.  Clearly 
understanding  this  new  theoretical  generalization  is  of  great  realistic 
significance  in  our  study  of  the  issue  of  cost. 

As  we  all  know,  early  in  the  19th  century,  Marx  and  Engels  predicted  through 
their  scientific  analysis  of  communism  that  the  development  from  capitalism 
to  communism  had  to  go  through  a  transitional  Stage.  They  also  pointed 
out  that  since  this  stage  "just  came  into  being  from  the  capitalist  society, 
in  various  aspects,  therefore,  in  economic,  moral  and  spiritual  aspects, 
it  still  bears  the  vestiges  of  the  old  society  from  which  it  is  born."' 
Therefore,  in  analyzing  the  necessity  of  implementing  the  principle  of 
to  each  according  to  his  work  in  the  socialist  stage,  Marx  again  pointed 
out  that  "the  prodcuers'  rights  are  in  proportion  to  the  labor  they  provided; 
equality  lies  in  measuring  with  the  same  yardstick — labor. "Here  the 
equal  rights  according  to  principle  still  remain  the  bourgeois  legal  rights 
although  the  principle  and  practice  here  no  longer  contradict  with  each 
other ,  however ,  in  commodity  exchange,  the  exchange  of  things  of  equal 
value  only  exists  in  the  average  and  does  not  exist  in  each  and  every 
situation."^  He  also  explained- that  "any-  type  of  distribution  of  consumer 
goods  is  but  the  result  of  the  distribution  of  the  production  factors 


^  "Selected  Works  of  Marx  and  Engels"  Vol  III,  p  10. 
Ibid.,  p  11  [Emphasis  in  original]. 
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themselves.  The  distribution  of  production  factors,  on, the  other  hand, 
signifies  the  nature  of  the  form  of  production  itself."  Although  here 
Marx  considered  that  with  the  development  of  the  social  productive  forces, 
social  ownership  of  the  means  of  production  could  be  implemented  as  a 
condition,  he  also  pointed  out  that  under  the  condition  when  the  social 
productive  forces  have  not  yet  been  greatly  elevated,  products  are  still 
not  in  great  abundance  and  disparity  still  exists  in  labor,  thus  what 
is  workable  here  is  the  same  principle  of  regulating  commodity  exchange 
(referring  to  the  exchange  of  things  of  equal  value)." 

Practice  in  the  35  years  since  the  founding  of  New  China,  especially  since 
the  3d  Plenum  of  the  11th  CPC  Central  Committee,  proves  that  this  principle 
is  absolutely  correct. 


During  the  early  period  of  the  founding  of  New  China,  modern  industry  at 
that  time  accounted  for  merely  30  percent,  industry  under  public  ownership 
amounted  to  one-third,  although  private-owned  capitalist  industry  still 
existed  in  large  numbers,  the  socialist  mode  of  production  had  been 
established.  In  agriculture,  as  a  result  of  agrarian  reform,  the  feudal  ^ 
exploiting  relationship  had  been  abolished  and  the  collective  economy  based 
on  small-scale  peasant  economy  had  gradually  taken  shape.  At  that  time, 
we  paid  great  attention  to  the  role  of  commodity  economy  and  the  law  of 

value.  Because  the  socialist  public  ownership  had  been  established  and 

the  socialist  mode  of  production  had  become  the  realistic  economic  basis 
of  our  country,  all  the  economic  laws  unique  to  socialism,  such  as  the 
socialist  fundamental  economic  law,  the  law  of  developing  our  national 
economy  proportionately  and  in  a  planned  way  and  the  law  of  distribution 
according  to  work  had  played  their  role.  Thus,  the  commodity  economy  at 
that  time  had  basically  cast  off  the  domination  by  capital  and  the  spontaneous 
role  of  the  law  of  value  was  also  "restricted."  Thanks  to  the  formidable 
superstructure  led  by  the  proletariat,  the  state  political  power  backed  _ 
by  the  state-owned  economy  had  rapidly  overcome  the  encirclement  and  blockade 
of  international  capital  and  the  counterattacks  of  the  bourgeoisie  at  home 
and  put  the  national  economy  on  the  socialist  course,  thereby  establishing 
the  new  socialist  order,  promoting  the  development  of  the  productive  forces 
at  high  speed  and  in  1983  smoothly  shifting  toward  the  stage  of  socialist 
construction  and  socialist  transformation  and  scoring  great  success  therefrom. 

However,  with  the  basic  accomplishment  of  the  socialist  transformation 
and  the  growing  scale  of  economic  development  in  our  country,  the  socialist 
component  of  the  economy  was  growing  strong  day  by  day ,  some  measures 
originally  adopted  to  restrict  and  transform  capitalist  industry  and  commerce 
were  no  longer  suited  to  the  new  situation.  At  the  Eighth  Party  Congress 
and  around  the  congress  in  1956,  comrades  of  the  CPC  Central  Committee, 
particularly  those  in  charge  of  economic  work  at  the  central  level ,  had 


^  Ibid.,  p  13. 
5  Ibid.,  p  10. 
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become  aware  of  this  problem  and  put  forth  certain  measures  for  improvement. 
However,  due  to  our  party’s  lack  of  experience  in  carrying  out  socialist 
construction  after  all  and  certain  unrealistic  fixed  ideas  about  comprehension 
of  socialism  for  a  long  time,  especially  due  to  the  impact  of  the  "left" 
mistakes  in  the  party's  guiding  principles  after  1957,  all  kinds  of  correct 
measures  designed  to  reinvigorate  enterprises  and  develop  the  socialist 
commodity  economy  were  looked  upon  as  "capitalism,"  as  a  result,  the  problem 
of  overcentralization  in  the  economic  system  remained  unsolved  for  a  long 
time  and  the  economic  lever  in  use  also  became  less  effective  in  regulating 
economic  relations  thereby  fettering  the  development  of  the  productive 
forces  and  restraining  the  superiority  of  the  socialist  system. 

The  3d  Plenum  of  the  11th  CPC  Central  Committee  summed,  up  the  positive 
and  negative  experiences  and  lessons  learned  since  the  founding  of  New 
China,  corrected  the  "left"  mistakes  and,  in  line  with  the  principle  that 
the  relations  of  production  must  cope  with  the  demand  of  the  productive 
forces  and  that  the  superstructure  must  suit  the  economic  base  in  integrating 
the  fundamental  tenets  of  Marxism  with  China's  actual  conditions,  first 
of  all  put  forth  bold  reforms  in  agriculture,  expanded  decisionmaking  power 
in  production,  and  implemented  the  output-related  remuneration  system  in 
distribution.  The  scope  of  commodity  exchange  has  been  relaxed  in  the 
field  of  circulation,  thereby  advancing  the  rural  commodity  economy  and 
greatly  promoting  rural  productive  forces.  Later,  all  this  was  implemented 
in  selected  localities  in  the  course  of  reforming  the  industrial  enterprise 
system  and  expanded  to  the  reform  of  the  commercial  structure  and  achieved 
tremendous  results.  As  a  result  of  this  practice,  the  3d  Plenum  of  the 
12th  CPC  Central  Committee  has  made  a  new  generalization  more  complete 
than  before  with  respect  to  the  socialist  economic  system  and  correctly 
advanced  that  socialist  economy  is  a  planned  commodity  economy  based  on 
public  ownership  and  correspondingly  has  drawn  up  programmatic  stipulations 
with  respect  to  various  basic  policies. 

The  "Decision"  pointed  out:  "In  the  reform  of  the  planned  system,  it  is 
necessary,  first  of  all,  to:  discard  the  traditional  idea  of  pitting  the 
planned  economy  against  the  commodity  economy.  We  should  clearly  understand 
that  the  socialist  planned  economy  is  a  planned  commodity  economy  based 
on  public  ownership,  in  which  the  law  of  value  must  be  consciously  followed 
and  applied.  The  full  development  of  a  commodity  economy  is  a  indispensable  ■ 
stage  in  the  economic ■ growth  of  society  and  a  prerequisite  for  our  economic 
modernization.  It  is  the  only  way  to  invigorate  our  economy  and  prompt 
enterprises  to  raise  their  efficiency,  carry  out  flexible  operations  and 
promptly  adapt  themselves  to  complex  and  changing  social  demands.  This 
cannot  be  achieved  by  relying  only  on  administrative  means  and  mandatory 
plansi  Meanwhile,  we  must  also  realize  that  the  extensive  growth  of  a 
socialist  commodity  economy  may  also  lead  to  certain  disorder  in  production, 
and  thqre  have  to  be  guidance,  regulation  and  administrative  control  through 
planning.  This  can  be  achieved  under  socialist  conditions.  Therefore, 
planned  economy  by  no  means  excludes  the  application  of  the  law  of  value 
and  the  growth  of  commodity  economy;  they  in  fact  form  a  unity.  It  would 
be  wrong  to  pose  one  against  the  other."  Here,  the  "Decision"  warns  us 
not  to  pit  a  planned  economy  against  a  commodity  economy  but  to  dialectically 
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unite  them.  Our  understanding  of  posing  one  against  another  as  pointed^ou^ 
in  the  "Decision"  has  two  meanings.  One  is  to  correct  the  lopsided  emphasis 
on  mandatory  targets  whenever  planned  economy  is  mentioned,  to  the  exclusion 
(Of  the  conscious  basis  and  application  of  the  law  of  value,  and  making  ^  ^ 

It  compatible  with  the  demands  of  the  particular  economic  laws  of  socialism 
so  as  to  achieve  the  goal  of  socialist  production.  The  other  is  to  correct 
the  lopsided  emphasis  on  the  spontaneous  mechanism  of  the  law  of  value  ^ 
whenever  commodity  economy  is  mentioned,  to  the  exclusion  of  the  application 
of  economic  levers  on  the  basis  of  objective  economic  laws  to  give  play 
to  the  subjective  initiative  in  planned  guidance.  These  two  tendencies 
showed  the  lack  of  understanding  of  objective  economic  law.  The  former ^ 
exaggerated  the  subjective  will  and  neglected  the  objectivity  of  economic 
law;  the  latter,  on  the  other  hand,  emphasized  the  objectivity  and  spontaneity 
of  economic  law  to  the  neglect  of  the  possibility  that  men  can  apply  and  ^ 
control  the  law  on  the  basis  of  the  law  of  cognition.  Thus  both  run  counter 
to  dialectical  materialism. 


Therefore,  the  "Decision"  pointed  out:  "The  extensive  growth  of  a  socialist 
commodity  economy  may  also  lead  to  a  certain  disorder  in  production,  an 
there  have  to  be  guidance,  regulation  and  administrative  control  through 
planning.”  ”Gurs  is  on  the  whole  a  planned  economy,  that  is,  entirely 
subject  to  market  regulation."  Obviously,  under  the  socialist  mode  of 
production,  we  must  draw  up  a  set  of  principles,  policies,  systems  and 
plans  in  line  with  the  objectively  existing  system  of  laws,  such  as  the 
socialist  fundamental  economic  law,  the  law  of  development  in  a  planned 
and  proportionate  way,  the  law  of  distribution  according  to  work  and  the 
law  of  value,  and  by  striking  an  overall  balance  in  planning  and  through 
regulation  by  economic  means  and  exercising  effective  control  over  major 
issues  while  allowing  flexibility  on  minor  ones.  In  this  way,  we  will_ 
be  able  to  ensure  the  appropriate  proportions  between  the  major  economic 
branches  and  the  general  proportionate  and  coordinated  growth  of  the  national 
economy  instead  of  letting  things  develop  spontaneously  and  run  their  course. 
Therefore,  to  uphold  the  four  fundamental  principles,  we  must  have  macro- 
economic  control  and  a  "birdcage"  [niaolongzi  7680  4705  1311]. 


To  enhance  macro-control,  it  is  necessary  to  give  full  play  to  economic 
levers.  The  economic  lever  is  a  means  of  exercising  state  functions  in 
various  formations  of  society.  However,  due  to  differences  in  the  mode 
of  production  and  economic  laws  peculiar  to  various  formations  of  society, 
the  rules  and  order  set  by  countries  with  different  social  systems  and 
the  economic  lever  being  applied  and  the  role  played  by  the  economic  lever 
are  naturally  different.  A  management  system  includes  the  establishment 
of  a  cost  management  system  and  the  application  of  economic  levers  which  _ 
cannot  be  decided  by  subjective  will  and  should  be  restrained  by  the  objective 
economic  law  playing  a  role  in  various  processes  of  production  in  society. 

Our  study  of  the  economic  management  system  and  the  economic  lever  is  ^ 
precisely  for  setting  up  socialist  economic  rules  and  order,  safeguarding, 
consolidating  and  developing  the  socialist  mode  of  production  and  protecting 
the  immediate  and  long-term  interests  of  the  laboring  people.  We  will 
lose  our  bearings  if  we  study  reform  of  the  economic  structure  and  the 
application  of  the  economic  lever  by  deviating  from  the  socialist  system. 
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the  socialist  mode  of  production  and  the  socialist  economic  law,  especially 
the  socialist  fundamental  economic  laws.  The  cause  of  the  mistakes  we 
made  in  the  past  lies  here. 

The  principles,  policies,  systems  and  plans  and  the  financial  and  economic 
management  systems  drawn  up  by  the  party  and  the  state  are  all  objective 
things  translated  into  the  subjective,  thus  belonging  to  the  realm  of 
ideology.  They  reflect  people's  understanding  of  socialist  economic  law; 
they  are  the  rules  established  on  the  basis  of  people's  understanding  of 
economic  law  to  guide  their  action.  The  economic  lever,  on  the  other  hand, 
is  a  means  of  realizing  the  principles,  policies,  plans  and  systems  and 
various  management  systems  formulated  by  the  party  and  the  state;  in  other, 
words,  it  is  a  means  of  applying  and  controlling  economic  laws,  consciously 
regulating  economic  benefits  of  all  quarters  and  giving  play  to  the  role 
of  the  superstructure  vis-a-vis  the  economic  base.  It  is  also  a  guarantee 
for  realizing  the  economic  management  system  and  order  established  by  the 
people.  We  oppose  the  viewpoint  that  economic  law  is  spontaneous  in  nature 
and  that  we  can  only  make  use  of  its  "spontaneous  mechanism"  but  cannot 
consciously  use  and  control  it;  we  also  oppose  the  viewpoint  repudiating 
conscious  application  and  control  as  administrative  means  or  "utopia."' 
Practice  in  economic  work  has  shown  that  correct  application  of  the  economic 
lever  has  now  become  the  key  to  managing  the  economy  by  economic  means 
and  setting  economic  relations  in  proper  order  and  greatly  developing 
commodity  economy.  The  question  now  hinges  on  whether  or  not  a  perfect 
system  of  economic  levers  is  shaped  into  a  coordinated  complete  set  in 
applying  various  types  of  economic  levers . ■  Economic  policies,  economic 
management  systems  and  economic  levers  constitute  an  organic  entity  of 
the  state  in  exercising  its  economic  functions  and  are  founded  on  the  correct 
understanding  and  application  of  socialist  economic  law.  Therefore,  only 
by  properly  solving  this  basic  question  of  understanding  with  respect  to 
the  mutual  relations  between  the  economic  management  system  and  economic 
levers  can  we,  within  the  limit  of  authority  and  responsibility  in  economic 
management  and  through  regulation  of  economic  benefits  in  all  aspects  by 
means  of  the  economic  lever  system,  make  them  restrain  and  supplement  each 
other.  Only  by  so  doing  can  we  properly  handle  the  relations  between  the 
centralization  and  decentralization  of  power,  between  discipline  and  freedom 
and  between  planning  and  enthusiasm-  so  as  to  combine  the  efforts  to  strengthen 
macro-control  with  the  invigoration  of  the  microeconomy  and  set  them  in 
motion  by  guiding  production,  exchange,  distribution  and  consumption  (includ¬ 
ing  productive-type  consumption)  and  following  the  social  plan  (the  "cage"), 
in  this  way,  we  can  do  away  with  the  evils  of  interference  in  everything 
and  imposing  excessive  restrictions  so  as  to  rapidly  develop  a  planned 
commodity  economy  and  steadily  raise  economic  results  in  society. 

The  application  of  economic  levers  has  different  purpose,  tasks  and  demands 
under  different  modes  of  production.  Under  the  socialist  mode  of  production, 
different  economic  levers  in  society  again  have  different  functions  which 
can  only  be  mutually  supplementing,  not  mutually  substituting.  Meanwhile, 
they  cannot  "concentrate  on  one  thing  only"  but  must  coordinate  with  each 
other  before  economic  laws  can  be  effectively  controlled,  economic  relations 
at  all  levels  and  in  various  aspects  properly  handled,  and  commodity 
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production  developed.  Of  the  many  economic  levers,  cost 

Lonomlc  lever  that  should  be  seriously  studied  and  correctly  applied. 

ISate  application  of  this  economic  lever  will  have  an  important  impact 

on  economic  development. 

Cost  is  a  category  of  commodity  economy.  The  value  of  cost  is  highly^abstract, 
we  can  only  determine  its  nature  but  not  its  quantity  as  far  as  individua  ^ 
enterprises  are  concerned.  It  is  determined  by  the ^amount  of  , 

in  the  process  of  production.  The  transformation  of  the  value  of  cost  ^ 
becomes  the  cost  price  which  is  computed  in  terms  of  money.  . 

reflects  the  relationship  between  expenses  and  utility.  In  his  Outline 
of  Critique  of  Political  Economy"  written  in  1843,  Engels  said;  yalue 
represents  the  relationship  between  production  cost  and  utility.  Va 
first  of  all  is  used  to  solve  the  problem  as  to  whether  or  not  certain 

E^ods  ISd  he  produced,  that  is,  the  ,;?L‘fete 

Utility  of  these  goods  can  compensate  for  the  production  cost  (Complete 
Wo^ksVLrrand  Engels"  Vol  i,  p  605).  In  this  sense,  be  it  capitalism 
o^ScialiX  tf  is  Lcessary  t^  reduce  cost  and  raise  results  to  the  maximum. 
However,  the  form,  the  role  and  the  expected 

applied  under  different  modes  of  production  .?ll^^:^®^J;^^,^J;^4ororconstant 
In  a  capitalist  society,  the  cost  price  repi^esents; the  consumption  of  constant 

fapuaranfirnable  capital  of  a  ^pitalist,  and  the  aim  of  an  ent^prisa.s, 

cost  accounting  is  to  achieve  the  maximum  profit.  In  capitalist  countries^ 
to  sa?Sard  ?L  capitalist  mode  of  production  and  economic  order  and  decide 
the  country's  lion’s  share  of  enterprise  income  in  order  to  participate 
“  dlvS  Vthe  surplua  value  and  engage  in  further  exploitation,  govern- 
ments  have  also  prescribed  the  scope  of  cost  expenditures  such  as  taxable 
cost  and  taxable  depreciation  rate.  However,  the 

in  the  cost . accounting  within  an  enterprise  which  is  a  matter  left >o  t 
capitalist .  Under  our  social  conditions ,  the^cost  price  is_ 

consumption  of  fixed  capitaT  and  that  of  circulating  capital,  ^^h® 

is  the^supreme.  representative  of  public  ownership.  To  manage  the 
and  SvelSp  the  n^ional  economy  according  to  plan  and  in  a 
way,  the  state  must  first  of  all  figure  out  the  scale  of  C,  V, 

to  standardize  the  computation  of  social  products  and  national  inc  »  ^ 

it  is  necessary  to  fix  the  scope  of  ®^P®«^;itures_for^C,_V  so 

accuracy  and  rationality  of  M.  To  this  end,  it  is  all  the  more  necessary 

to  formulate  a  scientific  cost  management  system  and  a 

ture  scope  and  criteria  for  expenses.  To  cope  with  the  need  of  developing 
a  planned  commodity  economy,  we  should  establish  a  cost  managemen  . . 

and  cost  accounting  system  of  Chinese  characteristics  by  app  Y  S 
upon  the  law  of  value  and  in  accordance  with  commercial  principles. 

In  the  past,  because  we  did  not  recognize  the  existence  of  the  co^odity  ^ 
economy^and  the  position  of  socialist  enterprise  held  as  ^  relatively  inde- ^ 
pendent  commodity  producer,  we  failed  to  understanding  sufficiently  the 
position  and  function  of  cost  in  the  socialist _ economy  m  ®  ^  - 

did  not  pay  much  attention  to  cost  management  in  practice.  We  Know  that 
1-hp  cost  is  the  basis  for  setting  prices  and  that  wages  are  an  important 
f2tu?fof  cSt;  profit  and  cost  are  mutually  related  In  growth  and  decline. 
ScUelF because  cost  is  a  comprehensive  target,  it  is  bound  to  have  a 
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series  of  irapaets  on  cost  management  when  other  economic  levers  are  applied, 
or  it  will  also  have  an  impact  on  other  economic  levers  when  the  cost  lever ^ 
is  applied.  Therefore,  how  to  apply  the  cost  lever  and  other  economic 
levers  such  as  price,  wages,  taxation,  profit  and  interest  in  complete 
sets  and  correctly  handle  various  relationships  become  a  new  question  for 
study  with  respect  to  cost  management. 

Our  field  of  vision  was  narrow  in  studying  cost  management  in  the  past. 

Now,  cost  management  has  become  a  complete  system  comprising  cost  forecasts, 
cost  planning,  cost  control,  cost  policy  decisions,:  cost  accounting,  cost 
analysis  and  cost  inspection,  and  this  is  a  giant  step  forward.  But  this 
way  alone  still  cannot  reflect  the  demands  for  reform  and  will  still  make 
it  very  difficult  to  solve  the  ever-rising  new  problems.  We  must,  therefore, 
provide  new  features  to  cost  management  and  supervision. 

With  regard  to  the  role  of  cost  management  in  a  planned  commodity  economy, 
we  should  establish  an  integrated  macroeconomic,  medioeconomic  [zhong  guan 
0022  6034]  and  microeconomic  system.  The  relationship  among  the  three 
is  that  the  macroeconomy  will  determine  the  medioeconomy  and  microeconomy 
and  the  medioeconomy  and  microeconomy  will  restrain  the  macroeconbmy. 

If,  while  carrying  out  national  economic  planning  and  organizing  the  distri¬ 
bution  of  production,  we  were  to  neglect  to  reduce  the  cost  of  social  products 
as  a  whole  and  were  to  fail  to  earnestly  create  conditions  for  reducing 
cost  through  comprehensive  utilization  and  overall  planning,  then  we  would 
certainly  bring  about  detrimental  factors  to  departments  and  enterprises, 
thereby  affecting  economic  results.  Conversely,  only  when  various  prefec¬ 
tures,  departments  and  enterprises  strive  to  strengthen  cost  control, 
accounting  and  supervision  in  the  cost  management  system  in  departments 
and  enterprise's  which  are  established  and  perfected  under  macro-guidance 
can  we  create  conditions  for  achieving  excellent  macro-results.  Specifically 
speaking,  on  the  basis  of  the  principle  of  integrating  theory  with  actual 
management  work,  this  kind  of  new  cost  management  and  accounting  system 
should  include  the  following  four  types  of  costs: 

1.  Macro-cost.  I  put  forth  this  proposition  at  the  first  theoretical 
discussion  meeting  on  cost  in  1980  but  did  not  arouse  sufficient  attention. 

At  present  we  still  compute  the  national  Income  by  relying  on  statistics 
plus  estimates  and  also  by  counting  heads  [pai  naodai  2143  5207  5915]. 

This  will  not  do  as  there  is  no  way  we  can  compute  C,  V,  M  more  accurately. 

We  must  forsake  those  unscientific  methods  and  must  carry  out  cost  accounting 
and  master  the  ratio  relations  between  input  and  output  from  the  macroeconomic 
point  of  view  of  the  national  economy  and  make  every  effort  to  achieve 
accuracy,  timeliness  and  completeness.  This  is  the  foundation  for  the 

state  to  manage  the  national  economy  and  the  basis  of  organizing  an  overall 
balance  and  formulating  the  distribution  policy. 

2.  Product  cost.  This  type  of  cost  accounting  using  products  as  the  main 
body  serves  to  formulate  planned  prices  and  price  policy.  The  features  ^ 
of  the  existing  product  cost  accounting  are  far  from  perfect.  For  example, 
non-operational  losses  and  trial-production  costs  are  not  included  in  cost; 
again,  for  example,  material  benefits  and  bonuses  defrayed  from  enterprise 
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retention  funds  are  also  not  included,  and  so  on  and  so  forth.  ^As  for 
product  cost,  all  expenses  including  special  taxes  on  burning  oil,  interest 
and  so  forth  should  all  be  included  in  cost,  otherwise  the  basis  for  shaping 
and  formulating  planned  prices  will  be  lost.  The  current  practice  in  product 
cost  accounting  has  accommodated  numerous  irrational  realistic  situations. 

From  the  point  of  view  society  as  a  whole,  a  certain  consumption  is  unavoid¬ 
able,  for  example,  the  assets  adjustment  debit  is  of  a  social  nature  but 
it  is  a  consumption  and  should  be  computed.  However under  the  present 
method  of  writing  off  assets  after  verification,  the  item  is  expended.^^ 

This  way  will  make  the  cost  unreliable .  Under  capitalist  conditions, ^the 
capitalists  will  not  be  able  to  recover  their  capital  in  this  circ^stance_ 
and  they  certainly  do  not  like  that.  Nevertheless,  under  socialist  conditions, 
if  such  a  waste  were  to  occur  without  getting  any  compensation,  it  would 
also  be  impossible  to  organize  social  reproduction.  Another  situation 
is  the  unmarketability  of  products  produced.  This  kind  of  overstocked  ,  ^ 

unmarketable  and  substandard ■ products  is  in  essence  not  recognized  by  soci  ,  y, 
but  we  also  include  its  waste  in  the  cost  as  a  consumption  of  essential 
labor  in  society,  compute  its  profit  as  profit  materialized  and  include 
its  value  in  the  statistics  as  value  realized.  Using  these  false  things 
as  the  real  things  in  computing  fates  and  using  them  as  the  basis  for  formu¬ 
lating  national  economic  planning  and  price  policy  will  inevitably  cause 
mistakes  in  the  national  economy.  As  far  as  our  development  of  a  planned 
commodity  economy  is  concerned,  this  is  undoubtedly  a  question  requiring 
a  solution. 


The  general  cost  in  our  society  is  now  rising  incessantly  while  the  comparable 
cost  of  products  declines  year  after  year;  this  situation  reflects  the 
contradictions  between  essences  and  appearances.  Declining  results  represents 
the  essence  while  reductions  in  the  comparable  cost  of  products  is  the 
appearance.  The  contradictions  between  the  two  explain  precisely  that 
the  targets  for  assessing  cost  still  have  drawbacks.  This  is  our  fault 
in  applying- the  law  of  value.  Marx  said:  "As  a  matter  of  fact,  what  the 
law  of  value  affects  is  not  individual  commodities  or  goods  but  always 
the  total  products  of  individual  special  spheres  of  production  in  society 
Which  are  independent  of  each  other  as  a  result  of  the  division  of  labor. 
Therefore,  not  only  is  the  necesary  labor-time  applied  to  each  commodity,  ^ 
but  the  total  labor-time  of  -society  is  applied  proportionately  to  commodities 
of  different  categories ,  because  conditions  remain  in  the  realm  of  use-v 
value.  However,  if  it  is  said  that  the  use-value  of  individual  commodities 
is  determined  by  whether  or  not  those  commodities  satisfy  a  certain  need,  v 
then,'  the  use-value  of  the  total  amount  of  commodities  in  society  will  . 
be  determined  by  whether  or  not  this  total  amount  can  adequately  cope  with 
the  need  of  a  specific  amount  of  a  certain  special  product  in  society  and 
whethen  or  not  labor  should  be  distributed  to  different  spheres  of  production 
in  a  proportionate  way  based  on  the  social  need  of  this  specific  amount.^  • 

The  social  need  mentioned  here  means  the  use-value  of  social  scale,  whic 
is  of  decisive  siknificance  in  respect  to  the  portion  of  the  total  labor-, 
time  of  society  used  respectively  in  various  individual  special  spheres  : 
of  production. . . 1  It  also  represents  the  use  of  a  commodity  and  a^  prerequi¬ 
site  for  its  exchange  value"  ("Complete  Works  of  Marx  and  Engels  Vol  XXV, 

P  716).  ‘  - 
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■3.  Responsibility  cost.  This  type  of  cost  is  computed  on  the  basis  of 
the  responsibilities  of  enterprises  toward  the  state  and  workers  and  the 
responsibilities  of  teams  and  groups  toward  the  factories  and  departments 
of  enterprises.  It  is  the  foundation  of  the  economic  responsibility  system. 
This  id  a  kind  of  division  between  authority  and  responsibility  and  a  specific 
way  of  managing  the  division  of  labor  arid  distribution.  Here,  what  we 
should  trike  into  Consideration  first  is  the  distribution  of  profits  between 
the  state  and  ■enterprises  on  the  basis  of  the  division  between  authority 
and  responsibility.  With  regard  to  the  scope  of  cost  expenditures  prescribed 
by  the  state,  some  expenditures  may  be  included  in  cost,  other  expenditures 
can  only  be  defrayed  from  the  enterprises'  profit  reterition,  this  is  for  ' 
ensuring  the  state  reveriue.  This  is  rilso  a  kind  of  regulation  of  distribution 
and  a  way  to  break  down  the  basis  df  accounting  and  distribution  which 
had  made  it  possible  for  the  enterprises  "to  eat  from  the  srime  pot"  of 
government  rind  for  th'e  workshops  and  teams  and  groups  "to  eat  from  the 
same  pbt"  of  ehterprises.  Theoretically,  however,  this  way  runs  completely 
counter  to  the  division  of  G,  V,  M  and  the  demands  that  computation  is 
required  for  setting  prices.  But  for  the  sake  of  establishing  the  system 
of  responsibility,  it  is  nevertheless  rational  to  define  different  responsi¬ 
bility  costs  within  entelTprises  by  differentiating  different  situations. 

The  relations  of  authority  rind  responsibility  between  the  state  arid  enterprises 
should  be  handled  according  to  state  stipulations.  Enterprises  may  exercise 
flexible  command  of  authority  and  responsibility  of  enterprises  over  workshops 
and  workshop  over  teams  and  groups.  Such  being  the  case,  some  expenditures, 
though  coming  under  V  in  accordance  with  cost  theory,  should  not  be  included 
in  cost,  on  the  other  hand,  by  bringing  the  responsibility  cost  into  the 
new  cost  management  and  accounting  system  will  be  conducive  to  the  division 
of  labor,  the  implementation  of  the  principle  of  to  each  according  to  his 
work,  the  arOubing  of  the  enthusiasm  Of  enterprises  and  workers  and  staff 
members,  and  conser'ving  funds  and  cutting  down  on  waste.  The  responsibility 
cost  should  be  integrated  With  economic  accOuhting  by  enterprises  in  the 
course  Of  implementing  the  four  fundamental  principles,  in  other  words, 
it  should  be  integrated  with  the  entire  processes  Of  production,  supply 
and  marketing^  cost  management,  and  production  development,  in  this  way 
it  will  play  a  better  role  in  developing  the  commodity  economy. 

4.  Policy  decision  cost.  Cost  accounting  serves  enterprises  in  making 
policy  decisions  On  production  rind  operations.  The  financial  cost  now 
in  force  does  hot  play  ri  significant  role  in  policy  decisions  over  enterprise 
management  and  openations.  This  is  due  to  the  fact  that  it  is  imperfect 
and  unscientific  itself,  representing  either  product  cost  or  responsibility 
cost  in  their  entirety  or  the  cost  of  computing  the  national  income.  Because 
operational  policy  decisions  serve  to  guide  production  and  operations, 
the  operationril  policy  decision  cost  as  the  core  integrates  with  the  macrocost 
(these  two  types  of  cost  are  the  foundation  of  cost  management ) .  Operational 
policy  decision  cost  specifically  emphasizes  the  application  of  the  value 
project  (or  called  cost-function  rinalysis')  as  it  can  more  fully  reflect 
cost's  role  in  influencing  policy  decisions  in  enterprise  operations  and 
management.  Cost  policy  decisions  are  an  important  component  of  production 
and  operational  policy  decisions,  therefore,  policy  decision  cost  should 
hold  ah  important  position  in  the  new  cost  management  system  rind  should  truly 
become  the  basis  of  enterprise  operational  and  management  policy  decision . 
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The  study  of  cost  management  reform  is  just  beginning,  so  we  should  have 
correct  guiding  principles  and  methodology.  In  studying  any  question,  , 
we  should  properly  solve  the  question  of  guiding  principles,  and  the  study 
of  cost  is  no  exception.  Otherwise,  it  will  be  impossible  to  put  forth 
feasible  measures  and  may  even  deviate  .from  the  socialist  orientation.  ■ 

The  following  are  several  immature  views  concerning  guiding  principles  , 
and  orientation  In  relation  to  thestudy  of  the  cost  question. 

1.  Upholding  the  .theory  of  Marxism  and  the  four  fundamental  principles. 

What  we  are  studying  now  is  the  question  of  cost  in  the  planned  commodity  , 
economy  under  socialist  public  ownership,  thus,  we  cannot  "turn  pale  at 
the  mention  of  commodity  economy"  as  we  did  in  the  past  and  should  avoid 
studying  and  analyzing  questions  in  a  way  that  deviates  from  the  fundamental 
■theory  of  Marxism-Leninsim  and  the  socialist  mode  of  production. 'Commodity 
economy  has  different  natures  under  different  modes  of  production  and  the  ; 
law  of  value  and  the  law  of  supply  and  demand  also  revolve  around  the  funda¬ 
mental  economic  laws  of  respective  societies,  therefore.  It  should  not  .  : 

be  mixed  up  with  the  economic  formation  and  the  economic  system.  Under 
socialist  conditions,'  cost  as  an  expense  of  funds,  naturally  has  ah  -  i 
inheren.t.  relationship  with  funds,  however,  socialist  funds  are  not  capital  ' 
nor  the  expense  of  funds  the  same  as  expense  of  capital;  this  is  a  question 
of  principle.  At  present,  there  prevails  in  society  a  theory  that  "funds  , 
can  propagate  themselves";  we  do  nOt  recommend  it.  If  this  theory  is  accepted, 
then,  the  labor  force  under  socialist  conditions  still  remains  a  commodity  :. 
and  there  will  be  no  difference  between  socialism  and  capitalism.  Actual 
conditions,  in  fact,  are  just  the  opposite.  Because  of  the  establishment  ; 
of  socialist  public  ownership,  the  laboring  people  have  become  the  masters 
of  the  means  of  production  thereby  excluding  the  scope  of  capital  from 
the  socialist  economic  system.  On  this  point,  it  is  necessary  to  strictly  . 
differentiate  from  capitalism.  Of  course,  there  are  still  numerous  theoreti¬ 
cal  questions  that  need  to  be  studied  here,  for  example,  should  wages  be 
included  in  funds  turnover,  should  wages  be  computed  in  cost,  and  how  is  . 
cost  computed?  There  are  different  views  with  regard  to  all  these.  Methods 
for  solving  all  these  questions  can  be  put  forth  only  on  the  basis  of  the  .  , 
theory  of  Marxism-LeniniSm  and  the  four  fundamental  principles  and  based 
on  profound  investigation  and  study.  Our  country's  wage  system  is  irrational 
at  .present  and  cannot  reflect ■ the  demand  of  the  law  of  distribution  according 
to  work.;  ThiS‘ is  a  salient  question  in  cost  accounting.  Wages  should 
reflect  differences,  namely,  the  amount  of  labor  expended,  the  degree  of 
the  laborer's  skill  and  the  division  of  work  between  mental  and  manual  ,  i:: 

labor  and  so  forth;  all  of  which  should  have  relevant  grades  in  wages. 

It  goes  without  saying  that' the  grades  should  be  rational.  Some  localities  . 
and  enterprises  now  have  taken  advantage  of  reform  and  issuing  bonuses  ; 
by  indiscriminately  giving  out  gifts  and  bonuses  thereby  markedly  increasing 
consumption  funds . ^  This  has  impacted  significantly  and  endangered  considerably 
the  socialist  planned  market  and  currency  circulation,  the  state  plans  and  y 
cost  accounting.  Therefore,  it  is  imperative  to  carry  out  reform  of. the 
wage  system.  :  ;■ 

Recently,  some  comrades  put  forward  the  question  of  deducting  the  principal 
and  apportioning  the  cost  [chuben  fencheng  7110  2609  0433  2052]  thinking  / 
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that  it  is  a  new  cost  theory.  It  is  my  personal  opinion  that  deducting 
the  principal  and  apportioning  the  cost  has  nothing  to ^ do  with  the.  cost  ; 
scope  of  commodity  economy,. it  is  only  a  question  dealing  With  the  method, 
of  distribution.  Moreover,  the  cost  only  computes  C  which* is  the  product- 
of  small  commodity  production  and  the  self-sufficient  economy.  Therefore, 
if  the  practice  of  deducting  the  principal  and  apportioning  the  cost  is 
applied  in  public  enterprises  in  modernized  large-scale  production,  its 
role  should  be  reexamined.  As  far  as  this  method  itself  is  concerned,  ^  ^ 
by  directly  linking  wages  with  the  national  income  of  individual  enterprises, 
it  will  deviate  from  the  essential  labor  criteria  of  society  and  is  bound 
to  violate  the  principle  of  distribution  according  to  work  because  the 
distribution  according  to  work  in  the  socialist  stage  is  measured  by  tha 
same  yardstick— labor— and  not  by  using  the  income  of  individual  enterprises 
as  s  standard  of  computation.  Even  on- the  basis  of  the-  principle  of  a' 
commodity  economy,  "the  exchange  of  things  of  equal  value  only  exists  in 
the  average  and  does  not  exist  in  each  and  every  situation"  ("Complete 
Works  of  Marx  and  Engels"  Vol  III,  p  11).  Therefore,  it  does  not  hold 
water  theoretically  and  gets  nowhere  in  practice ,  this  is  because  even 
if  the  same  amount  of  labor  - is  expended  in  enterprises^  o^^^  category, 

due  to  differences  in  technical  equipment,  resources  and  the  amount  of  ' 
national  income  engendered  among  enterprises  (price  differences  for  different 
products  due  to  supply  and  demand  factors)  a  wide  gap  between  hardship 
and  happiness  (not  resulting  from  the  quality  and  volume  of  labor)  which 
should  not  have- occurred  among  workers  and  staff -members  of  different  enter¬ 
prises  has  resulted  and  is  bound  to  arouse  contradictions  within  the  working 
.class.  ■  Of  course,  the  practice  of  deducting ‘the  principal  and  apportioning 
’  the  cost  is  common  in  units  where  the  work  is  predominantly  done  by  hand 
and  plays  a  unique  role  in  mobilizing  the  enthusiasm  of  enterprises  and 
workers  and  staff  members.  However,  this  method  is  self-contradicting 
in  concept  as  well  as  in  scope,  since  it  is  not  clear  as  to  what  is  "princi¬ 
ple,"  and  who  should  "apportion  the  cost."  It  may  cost  the  state  if  these 
rudimentary  things  are  blindly  popularized  before  they  are  fully  understood. 

2.  In  studying  cost,  efforts  should  be  concentrated  on  conceptual  summing 
up  and  process  control.  Touching  a  bookkeeping  Marx:  once  pointed  out: 
"Bookkeeping  is  a  means  of  process  control  and  conceptual  summing  up... it 
is  more  essential  -to  production  under  public  ownership  than  to  capitalist 
production"  \  ("Capital"  Vol  II ,  p  152).  The  so-called  conceptual  summing  , 
up  means  to  comprehensively  analyze  and-  systematically  reflect  economic  , , 
activities  by  means  of  accounting  records  and  statistical  reports  in  order 
to  acquire . complete  and  accurate  data  on  economic  activities— information 
which  through  systematic  analysis  and  comparison  becomes- conceptual  summation. 
So-called  process  control  means  to  understand  the  laws,  set  right  and  revise 
policies,  .formulate  new  countermeasures,  apply  different  levers,  regulate 
different  contradictions  and  shape  policy  decisions  on  the  basis  of  conceptual 
summing  up  so  as  to  carry  out  economic  activities  as'  a  whole  in  a  planned 
and/ purposeful  way.  This  should  be  the  guiding  principle' in  our  study 
of  the . question  of  cost  reform.  In  the  past,  our  cost  work  only  devoted 
attention  to  conceptual  summing  up  to  the  neglect  of  process  control,  in 
other  words,  we  were  busy  with  the  assembling  and  distribution  of  production 
expenses,  which  actually  amounted  to  a  reflection  of  funds  expended  after 
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the  fact  and  a  failure  to  exercise  effective  control  and  management  of 
the  process  incurring  the  expenses.  This  is  one  of  the  reasons  we  have 
not  accomplished  much  in  bur  cost  work  even  though  it  has  been  carried 
out  year  after  year.  To  implement  the  above-mentioned  line  of  thinking, 
we  should  cbncentrate  our  efforts  in  two  areas:  First,  we  should  energetic¬ 
ally  study  and  apply  the  theory  on  information,  the  theory,  on  system  and  , 
the  theory  on  control In  this  way  ,  ■  not  only  can  we /investigate  in  the ;  ' 
course  of  development  the  production  and  operational  activities  of  the 
state  and  enterprises  as  a  whole  and  grasp  the  process  shaping  the  value  and 
cost  of  products  but  also  provide  reliable  information  for  making  operational 
policy  decisions.  What  should  be  explained  is  that  this  type  of  information 
is  different  from  commercial  information  in  the  category  of  commercial 
advertisement  but  information  which  producers  and  state  leading  organs 
can  use  as  a  basis  of  making  policy  decisions.  Without  this  kind  of  informa¬ 
tion  it  will  be  impossible  to  properly  handle  the  relations  between  expendi¬ 
ture  and  utility  nor  can  we  handle  properly  the  relations  between  input 
and  output.  Now  some  people  are  talking  more  about  the  so-called  "information 
revolution"  and  "age  of  information,"  casting  aside  industrial  and  agricultur¬ 
al  production,  which  may  possibly  have  lopsidedly  exaggerated  the  so-called  , 
role' of  information,  the  fundamehtal  tenets  of  Marxism  remind  us  that 
the  production  of  material  goods  is  the  base  of  mankind’s  existence  and 
development  and  also  a  condition  for  the  existence  of  information.  Deviating 
from  this  condition,  information  cannot  possibly  have  any  effbct  and  may 
lose  its  purpose.  Second,  process  control,  first  of  all,  the  control  Of 
the  process  of  social  reproduction.  In  applying  modern  scientific  methods 
to  study  the  question  of  cost,  one  cannot  simply  proceed  from  a  microeconomic 
angle  but  must  approach  from  a  macroeconomic  point  of  view  and  have  strategic 
farsightedness.  It  is  necessary  to  make  the ■raicrocosmic,  partial  and  enter¬ 
prise  economic  results  serve  the  macrocosm,  whole  and  state  economic  results. 
If  we  do  riot  stick  to  this  basic  point,  it  will  be  impossible  to  establish 
a  set  of  scientific  cost  management  systems  conducive  to  microcosmic 
invigoratiori  and  macrocontrol. 

3,  The  question  of  reforming  cost  management  and  accounting  should  be 
analyzed  and  studied  from  the  high  plane  of  relations  of  production.  Cost 
is  an  economic  category  and  a  reflection  of  production  relationships  in  j 
a  certain  social  formation.  Socialist  cost  is  a  reflection  of  socialist 
relations  Of  production.  To  give  play  to  the  lever  of  costs  and  give  expres¬ 
sion  Of  the  demand  of  socialist  relations  of  production,  we  must  develop  ' 
the  socialist  relations  ofproduction  and  make  them  perfect.  In  other 
wOrds,  the  lever  of  costs  should  play  the  role  of  regulating  the  relations 
of  production  within  enterprises  under  public  ownership  (for  other  economic 
conponerits ,  its  role  is  to  be  a  yardstick  to  measure  rights  and  duties). 

Ifis  also  a  lever  that  adapts  the  relations  of  production  to  , the  character 
of  productive  forces.  Efforts  should  be  made  to  seriously  analyze  and 
study  methods  of- cost  mariagement  and  forms  of  economic  responsibility  system 
cropping  up  In  enterprises  at  preserit  so  as  to  search  out  a  form  of  cost 
management  suited  to  the  socialist  relations  of  production  from  among  the 
various  types  of  management  methods  and  the  diverse,  confused  and  complex 
economic  phenomena. 


4.  The  new  cost  management  system  must  be  conducive  to  the  supervision 
of  the  entire  production  process.  With  the  development  of  the  economic 
situation,  the  enterprises  are  enjoying  greater  decisioimaking  power  in 
operations  and  their  production  and  operational  activities  are  becoming 
more  and  more  flexible.  This  calls  for  corresponding  changes  in  the  way 
of  cost  management  work, • changing  from  serving  the  fulfillment  of  plans 
to  exercising  effective  control  over  the  process ,  changing  from  analysis 
after  the  fact  and  dealing  with  leftover  problems  to  forecasting  in  advance 
and  expeditiously  adopting  measures  for  improvement,  changing  from  simply 
reflecting  in  a  negative  manner  to  positively  utilizing  information  feedback, 
so  as  to  serve  policy  decisionmaking  and  the  search  for  a  way  to  reduce 
cost  and  raise  social  economic  results. 

At  present,  we  have  introduced  some  ^ood  methods  from  abroad  in  the  course 
of  our  theoretical  study  of  cost  management  and  in  actual  work.  This  is 
gratifying,  but  we  should  not  indiscriminate,  imitate  and  copy  them  by  deviating 
from  our  national  conditions  to  turn  our  management'  into  a  kind  of  "Western 
modality,"  we  must  pay  attention  to  summing  up  our  own  experience. 
absorbing  foreign  management  methods,  we  must  integrate  with  the  socialist 
realities  in  our  country  and  take  care  to  di^dst  theiiti '  ■  befohe  we  can  play 
an  effective  role  in  establishing  a  Chinese-type  scientific  management 
system. 
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FINANCE  AND  BANKING 


REPORT  ON  JIANGSU’S  FINAL  ACCOUNTS,  BUDGET 

OW242259  Nanjing  XINHUA  RIBAO  in  Chinese  16  May  85  p  2 

/"Excerpts"  of  Report  on  the  1984  Final  Provincial  Accounts  and  1985  Provincial 
Budget  by  Jiang  Qiwen,  director  of  Jiansu  Provincial  Finance  Department ,_at 
Third  Session  of  Sixth  Jiansu  Provincial  People’s  Congress  on  8  May  198V 

/Texjt/  1.  The  1984  Financial  Budget 

In  1984,  under  the  leadership  of  the  Jiangsu  Provincial  CPC  Committee,  the 
people  of  the  province  as  a  whole  actively  carried  out  reforms  in  the  economic 
structure  by  keeping  to  economic  construction  as  the  central  task.  As  a  result, 
Jiangsu  achieved  new  results  in  economic  and  social  developments.  Industrial 
and  agricultural  production  increased  in  a  sustained  way;  urban  and  rural  markets 
flourished;  there  were  new  developments  in  science,  education,  culture,  public 
health,  and  physical  culture;  and  the  people’s  living  conditions  further  improved. 
Jiangsu’  financial  condition  was  good.  Both  its  revenues  and  expenditures 
greatly  Increased  compared  with  the  previous  year.  It  overfulfilled  the  1984 
financial  budget  plan. 

According  to  the  1984  budget  approved  at  the  second  session  of  the  Sixth  Provin¬ 
cial  People’s  Congress,  the  revenues  were  7.7  billion  yuan.  While  the  budget 
plan  was  being  carried  out,  some  local  revenues  were  transferred  to  the  state 
revenues  because  the  subordinate  relationship  of  some  enterprises  changed  and 
because  of  other  reasons.  As  a  result,  the  Ministry  of  Finance  correspondingly 
readjusted  Jiangsu’s  revenue  budget  and  reduced  it  by  414.48  million  yuan. 

After  readjustment  the  revenue  budget  was  7,285.52  million  yuan.  According  to 
the  1984  final  accounts  compiled,  Jiangsu’s  revenues  were  7,528.81  million  yuan. 

It  overfulfilled  its  readjusted  budget  plan  by  3.3  percent  or  received  243.19 
million  yuan  more  than  the  budgeted  amount.  According  to  comparable  requirements, 
1984  saw  an  increase  of  610.86  million  yuan,  or  a  growth  of  8.4  percent,  over 
the  previous  year.  All  11  cities  under  the  jurisdiction  of  the  provincial 
government  overfulfilled  the  revenues  budget  plan. 

The  province’s  financial  expenditures  were  3,914.8  million  yuan,  an  increase  of 
1,165.9  million  over  the  budget.  This  was  mainly  because  the  state  financial 
departments  made  additional  expenditures  one  after  another  and  local  governments 
at  all  levels  drew  on  the  previous  year’s  cash  surplus  and  made  a  number  of 
expenditures  while  the  budget  plan  was  being  carried  out.  Financial  Expenditures 


113 


in  1984  increased  by  685.92  million  yuan,  or  21.2  percent,  over  the  previous 
year.  When  we  deduct  the  specified  expenditures  paid  for  by  using  the  surplus 
funds  collected  for  the  construction  of  energy  resources  and  communications  pro 
jects  and  by  levying  fees  for  eliminating  pollution  and  ^ 

of  which  were  new  revenue  items  in  1984,  1984  saw  an  increase  of  511.46  million 
yuan  or  15.8  percent  over  the  previous  year  according  to  comparable  requiremen  s. 

The  provincial  accounts  in  1984  showed  a  favorable  net  balance  of  55.27 
yuan,  including  the  provincial-level  cash  surplus  of  11.12  million  yuan  and  the 
citv  and  county  cash  surplus  of  44.15  million  yuan.  The  surplus  of  specified 
funL  was  529.19  million  yuan.  All  this  money  belonged  to  the  various  localities 
and  departments  and  was  allowed  to  be  transferred  as  cash  surplus  for  spending 
in  the  following  year  according  to  regulations. 

In  1984  Jiangsu  successfully  promoted  the  sale  of  treasury  bonds  araounting  to 
220.26  million  yuan,  overfulfilling  the  task  assigned  by  the  state  by  2.1  per 
cent.  The  province  also  collected  funds  for  key  energy  resources  and  _ 
communications  construction  projects,  totaling  460.08  million  yuan,  which  were 
^28.35  million  yuan  more  than  the  amount  specified  by  the  state.  According  to 
regulations,  the  income  exceeding  the  specified  amount  belonged  entirely  tp 
local  authorities,  while  specified  funds  would  be  spent  on  energy  resources  an 
communications  construction  projects. 

We  fulfilled  the  1984  financial  budget  plan  in  a  better  way  because  we  imple- 
mented  the  policy  of  making  reforms,  opening  to  the  outside  world,  and  enliven  g 
the  economy  and  because  the  people  throughout  the  province  worked  hard.  To 
carry  out  the  financial  budget  plan,  we  did  the  folllowing  work: 

(1)  actively  but  cautiously  making  reforms  in  the  financial  taxation  system. 

After  state  enterprises  made  the  first-step  reform  in  paying  tax  instead  of 
dfiSeSg  profits  to  the  state,  the  send-step  reform  in  replacing  prof  its  with 
tax  was  made  according  to  the  state's  unified  plan  beginning  J 

This  reform  correctly  handled  the  relationship  of  distribution  between  the  state 
and  enterprises.  It  not  only  guaranteed  the  steady  growth  of  the  state  s  ^ 
revenues,  but  also  further  expanded  enterprises'  power  of  decision  and  invigora  e 
enterprises.  Thanks  to  the  second-step  reform  in  replacing  profits  with  tax, 
Jiangsu'  7,645  local  state-run  enterprises  can  increase  the  retention 
by  more  than  200  million  yuan  per  annum.  The  total  amount  of  profits  reta 
S  SngL's  local  state-run  enterprises  in  1984  exceeded  1.19  billion  yuan, 
which  played  a  very  good  role  iti  invigorating  enterprises  and  supporting  the 
SveloSSt  of  production.  Jiangsu  adopted  a  series  of  flexible  measures  with 
regard  to  taxation  for  village  and  town  enterprises,  S’^assroots-level  supp  y 
and  marketing  cooperatives,  and  individual  economy  households .  In  1984  tax 
reduction  and  exemption  amount  to  more  than  200  million  yuan.  ^ 

supported  the  development  of  rural  commodity  economy.  Jiangsu  also  made  certain 
JfoZs  ln  finahcial  management  system,  including  funds  for  agricul¬ 

ture  funds  for  the  development  of  science  and  technology,  and  funds  for  cultural, 
educational,  scientific  and  public  health  facilities. _  As  a  result,  the  funds 
were  used  with  better  results,  and  progress  was  made  in  all  fiel  . 
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(2)  vigorously  supporting  the  development  of  production  and  assisting  enter¬ 
prises  to  raise  their  economic  efficiency.  Under  the  leadership  of  governments 
at  various  levels,  all  financial  and  tax  departments  went  all  out  to  support 
enterprises  to  develop  production,  achieve  technological  progress,  and  raise 
eocnomic  efficiency  by  making  proper  arrangements  for  them  regarding  funds , 
tax  policies  and  financial  management.  Profit  earned  by  local  state  industrial 
enterprises  for  every  100  yuan  investment  raised  from  17.11  yuan  in  1983  to 
17.34  yuan;  the  turnover  of  enterprise  circulating  funds  was  speeded  up  from 

91  to  87  days,  saving  330  million  yuan  in  circulating  funds;  and  the  volume  of 
deficits  incurred  by  enterprises  running  in  the  red  decreased  by  24.15  million 
yuan,  or  28.7  percent,  over  the  previous  year,  overfulfilling  the  mandatory 
target  of  26  percent  set  by  the  state  for  Jiangsu. 

(3)  Rationally  distributing  funds  to  support  key  construction  projects  and 
development  of  various  undertakings.  In  1984  we  spent  160.68  million  yuan  from 
budgetary  funds  on  local  energy  and  transport  construction  projects  and  technical 
transformation  of  enterprises.  The  funds,  which  constituted  a  260  percent,  or 
116.01  million  yuan,  increase  over  the  previous  year,  played  an  active  role  in 
easing  the  strains  oh  energy  and  transport  in  the  province.  In  addition  to  the 
increased  budgetary  funds  for  cultural  educational,  scientific  and  public  health 
undertakings,  all  localities  raised  120  million  yuan  for  improving  teaching 
conditions  of  rural  middle  and  primary  schools,  thereby  promoting  the  development 
of  education.  At  present  50  counties  in  the  province  have  met  the  requirements 
for  having  safe,  sufficient  and  adequate  school  buildings  for  middle  and  primary 
schools  in  rural  areas;  56  countries  have  made  primary  education  basically  uni¬ 
versal;  and  47  countries  have  eliminated  illiteracy.  Special  funds  were  also 
appropriated  from  the  provincial  finance  department  to  help  build  science 
laboratories  in  200  rural  middle  schools.  Progress  was  also  made  in  the  under¬ 
takings  of  culture,  science,  public  health,  physical  culture,  radio  and  TV 
broadcasting,  and  family  planning.  In  1984  budgetary  and  extrabudgetary  invest¬ 
ments  on  urban  maintenance  and  construction  increased  by  13.5  percent  over  the 
previous  year.  Urban  public  facilities  were  further  improved  and  good  results 
were  also  achieved  in  landscape  gardening,  tree  planting  and  preserving  and 
revamping  cultural  relics  in  cities. 

Fellow  deputies:  In  spite  of  the  excellent  situation,  we  also  encountered 
problems  in  our  course  of  advance.  While  carrying  out  reforms,  opening  to  the 
outside  world,  and  enlivening  the  economy,  we  encountered  problems  in  the  finan¬ 
cial  field,  which  were  caused  mainly  by  our  failure  to  conduct  a  thorough  study 
and  investigation  of  new  problems  cropping  up  under  the  new  situation,  adapt 
the  management  to  the  new  situation,  set  up  adequate  systems,  draw  clar  lines 
of  demarcation  in  applying  a  policy,  reinforce  discipline,  and  conduct  strict 
supervision.  Although  problems  were  discovered,  we  reacted  Slowly,  hesitated, 
and  failed  to  take  firm  and  effective  measures  to  promptly  collect  the  funds 
in  full  amount  or  stop  wasting  funds,  thereby  draining  our  limited  financial 
resources  and  giving  rise  to  new  unhealthy  practices.  We  must  earnestly  draw 
lessons  from  these  shortcomings  and  take  effective  measures  to  solve  the  problems. 


2.  The  Draft  Financial  Budget  For  1985 

Nineteen  eighty-five  is  the  last  year  of  the  sixth  5-year  plan,  and  ^Iso  the 
1st  year  of  the  restructuring  of  the  economy  with  the  focus  on  the  cities.  To 
consolidate  and  develop  the  present  excellent  situation  and  ensure  sustained 
and  steady  growth  of  the  province's  economy  and  smooth  progress  in  its  restruc¬ 
turing,  we  must  conscientiously  implement  the  "Decision  of  the  CPC  Central 
Committee  on  Reform  of  the  Economic  Structure"  and,  with  the;  central  task  of  ^ 
invogorating  enterprises  in  mind,  bring  into  full  play  the  functions  of  financial 
and  tax  departments  to  vigorously  promote  economic  development.  We  must,  in^ 
particular,  make  relentless  efforts  to  (.raise  economic  efficiency  and  intensify  : 
the  supervision  of  taxation  in  order  fo  increase  our  financial  revenues.  In 
arranging  the  budget,  we  must,  on  the  basis  of  the  principles  of  making  compre¬ 
hensive  plans,  doing  things  within  pur  capability,  and  maintaining  a  balance 
between  revenue  and  expenditure,  ensure  the  funds  necessary  for  reforms  of  the 
wage  and  price  systems  while  continuing  to  support  the  development  of  the  under¬ 
takings  of  culture,  education,  science,  and  public  health,  and  strictly  controlling 
irrational  increase  of  consumption  funds. 


In  accordance  with  the  arrangements  for  the  economic  and  social  development 
plan,  I  now  submit  the  draft  financial  budget  for  1985  as  following: 

(1)  Financial  revenues:  The  financial  revenue  task  assigned  by  the  state  for 
our  province  in  1985  is  8,464  million  yuan.  In  order  to  leave  some  leeway,  the 
budget  is  arranged,  with  the  consent  of  the  Finance  Ministry ,  within  8,164 
million  yuan,  a  target  that  will  surely  be  achieved.  Calculated  in  terms  of 
comparable  factors,  this  figure  represents  an  increase  of  546.67  million  yuan, 
or  7.2  percent,  over  the  previous  year. 

The  task  of  selling  national  treasury  bonds  assigned  by  the  state  for  our  pro¬ 
vince  is  338.7  million  yuan.  As  the  issuance  of  national  treasury  bonds  is  an 
important  means  of  the  state  to  raise  construction  funds,  we  must  ensure  ful¬ 
fillment  of  the  task  by  mobilizing  the  people  of.  the  whole  province  to  purchase 
the  treasury  bonds.  The  task  of  collecting  funds  for  key  energy  and  transport 
construction  projects  is  331.73  million  yuan,  which,  being  the  same  as  last 
year,  we  must  strive  to  overfulfill. 

(2)  The  budgeted  financial  expenditure  is  3,166.26  million  yuan  (excluding  special 
funds  appropriated  by  the  state  treasury,  and  expenditure  from  local  reserve 
funds),  topping  the  previous  year's  budgeted  figure  by  459.25  million  yuan,  up 

17  percent.  This  budgeted  expenditure  was  projected  on  the  basis  of  revenues 
guaranteed  by  the  local  authorities,  together  with  refunds  from  the  state 
treasury  on  completion  of  the  final  accounts. 


Regarding  arrangements  for  the  1985  budget,  the  following  points  should^be 
expalined:  First,  the  State  Council  has  stipulated  that,  starting  in  1985,  the 
central  authorities  will  reform  the  system  of  financial  control  over  the  local 
authorities,  and  the  method  of  "classifying  different  types  of  taxes,  verifying 
remenue  and  expenditure,  and  holding  local  authorities  responsible  for  their  own 
profit  and  loss"  will  be  used  in  the  next  5  years.  Since  there  have  been  quite 
a  few  variables  in  the  reform  of  the  economic  system  in  the  past  2  years,  it 
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has  been  decided  that,  in  1985  and  1986  ,  in  addition  to  delivering  a  portion  of 
financial  revenue  to  the  central  authorities,  the  total  amount  of  revenue  will 
be  shared,  with  the  province  retaining  39  percent  of  that  amount*  Reform  in 
the  financial  system  has  necessitated  corresponding  readjustments  in  the  figures 
of  the  1985  budget.  This  work  is  currently  underway,  and  the  results  of  read¬ 
justments  will  be  reported  to  the  provincial  people's  congress  Standing  Committee 
for  the  record.  Second,  reform  in  the  wage  and  price  systems  requires  more 
funds.  Therefore,  this  year  will  be  rather  tough  for  the  local  treasury.  All 
localities  and  departments  should  follow  the  principles  of  diligence  and 
frugality,  make  careful  calculations,  budget  strictly  and  strive  to  economize 
on  all  salvable  expenditure.  Third,  this  year,  the  provincial  treasury  will 
continue  to  appropriate  30  million  yuan  for  the  development  of  village  and  town 
enterprises  in  northern  Jiangsu.  This  money  will  come  from  the  newly-levied 
local  construction  funds. 

3.  Strive  to  Fulfill  the  1985  Budgets 

The  present  political  and  economic  situation  is  fine,  favorable  to  fulfilling 
this  year's  financial  plan.  But,  we  must  also  realize  the  many  difficulties  in 
the  budget.  The  task  is  arduous.  We  must  achieve  unity  in  thought,  bolster 
our  confidence  and  fulfill  the  following  work: 

(1)  Help  enterprises  improve  operations  and  management,  and  achieve  better 
economic  results.  Improving  economic  results  is  the  fundamental  starting  point 
in  economic  work.  It  is  also  the  basic  approach  in  solving  financial  problems. 

All  economic  departments  and  enterprises  should  give  priority  to  improving 
economic  results,  resolutely  stop  enterprises  from  prejudicially  stressing 
speed,  to  the  neglect  of  economic  results.  Economic  results  should  be  boosted, 
even  if  it  means  slower  progress.  It  is  necessary  to  follow  the  state  and 
provincial  regulations  in  expanding  the  autonomy  of  enterprises,  giving  them 
due  power,  and  hleping  them  make  good  use  of  that  power.  It  is  necessary  to 
establish,  and  perfect,  all  forms  of  economic  responsibility  systems  at  every 
level  within  an  enterprise,  solve  the  problem  of  staff  and  workers  "eating 
from  the  same  big  pot,"  improve  operations  and  management,  tap  potential,  and 
improve  the  enterprise's  digestive  ability  and  the  ability  to  cope  with  con- 
tigencies.  This  will  solve  the  problem  of  Increased  spending,  resulting  from 
price  readjustments.  It  is  necessary  to  use  the  limited  funds  on  key  projects 
promising  good  and  fast  results,  support  enterprises  in  speeding  up  technical 
transformation,  realize  technical  progress,  energetically  develop  brandname 
and  quality  products,  which  are  readily  marketable,  satisfy  market  needs, 
withdraw  currency  from  circulation,  and  increase  financial  revenues.  Mean¬ 
while,  efforts  should  be  made  to  actively  increase  production  of  export 
commodities  In  the  priority  of  trade,  industry  and  agriculture,  to  earn  more 
foreign  exchange  revenue.  Financial  and  tax  departments  at  all  levels  should 
further  follow  correct  guidelines  in  vocational  work,  support  production  develop¬ 
ment,  and  pay  attention  to  economic  results.  It  is  necessary  to  further  publicize 
the  legal  system;  see  to  it  that  all  departments  and  enterprises  earnestly 
implement  the  Accounting  Law ,  and  the  Provision  on  Cost  Management ,  promulgated 
by  the  state;  improve  financial  management;  strengthen  economic  accounting; 
increase  profits;  and  reduce  deficits. 
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2.  Strictly  Implement  tax  policy  and  strengthen  tax  collection  and  administra^ 
tion.  Since  we  entered  the  second  stage  of  substituting  tax  payments  for  pr 
delivery,  our  financial  revenues  have  come  mostly  from  taxes.  Correct  imple- 
StltioA  of  tax  policy  is  very  important  for  ensuring  state  financial  revenues, 
and  promoting  proportional  economic  development.  Currently,  localities  are  ^  ^ 
overstepping  their  authority  by  arbitrarily  reducing,  or  nven  remitting,  taxes. 
This  not  only  affects  the  state  financial  revenues  but,  what  is  more  important, 
also  hampers  the  function  of  tax  as  a  lever  in  stimulating  enterprises  to  tap 
their  poLntial,  enhance  their  capacity  for  development,  and  compete  with  others 
under  equal  conditions.  To  enhance  the  unity  and  solemnity  of  the  tax  laws,  ^ 
we  must  strictly  enforce  those  laws,  levey  taxes  at  specified  rates,  jnd^reduce, 
or  remit,  taxes  in  accordance  with  the  law.  No  locality  or  epar  men 
allowed  to  overstep  its  authority  by  adopting  regulations  contradicting  the  tax 
laws,  make  arbitrary  decisions  on  tax  reduction  or 

interpret  the  tax  laws.  Tax  departments  at  all  levels  should  ® 

policLs,  strengthen  tax  collection  and  administration,  collect  all  compulsory 
payments,  and  voluntarily  grant  tax  reductions  or  exemptions  where  due.  Ml 
enterprises  and  self-employed  businessmen  must  pay  taxes  in  conformity  with 
the  tax  regulations  and  laws  of  the  state.  Governments  at 

exercise  more  effective  leadership  over  taxation,  strengthen  the  ranks  of  t 
departments.  Improve  the  quality  of  tax  collectors,  and  support  them  in  collecting 
taxes  and  preventing  tax  evasion  in  accordance  with  the  law. 

3  Continue  the  reform  of  the  financial  system  and  make  it  serve  economic 
Lvelopment.  This  year,  we  should  pay  close  attention  to  implementing  the  second 
stage  of  substituting  tax  payments  for  profit  delivery  and  in 
the  relevant  state  regulations,  gradually  lower  the  rate  of 

those  large  enterprises  which  are  well  managed  and  have  made  great  contributions , 
burretSSd  too  little  profit.  To  strengthen  enteprises*  f^ality  promote 
the  development  of  production,  and  stimulate  commodity  circulation  we  shall 
also  carry  out  appropriate  reforms  in  the  financial  management  of  local  state- 
aS  ao.»erclal  anterprisea.  In  the  Meant hne  active  efforta 
should  be  made  to  reform  the  distribution  and  management  systems  of  operating 
expenses,  gradually  introduce  a  system  linking  the  allocation  of  funds  with 
aSSIem^nts  in  work,  and  change  the  practice  of  distributing  funds  according 
to  the  number  of  personnel.  To  Improve  village  and  township  level  goverments, 
and  accelerate  the  development  of  economic  and  social 

and  towns,  this  year,  we  shall  set  up  village  and  township  level  financial 
departments  across  the  province.  Governments  at  all  levels  must  pay  close  ^ 
atLntion  to  this  work  of  great  policy  importance,  which  requires  the  coope 
tion  of  various  quarters. 

4.  Strictly  control  expenditures  end  trim  administrative 

local  budgets  are  very  tight.  On  the  one  hand,  we  should  fulfill  the  tasx  or 
iuSLg  oJer  revenues  to  the  central  authorities,  and  contribute  to  balanctog 
the  stLe  budget;  on  the  other  hand,  financial  departments  at  all^levels  m_s 
make  appropriate  overall  arrangements  for  the  f “Jy-f 

expenditures.  We  should  primarily  guarantee  the  funds  needed  for  the  reform 
o/the  wage  system  of  administrative  units  and  institutions,  _and  the  increase 
in  anowSLs  for  retired  workers,  while  retaining  funds  to  fight  natural 
calamities  and  for  disaster  relief.  As  for  other  necessary  increases  in 
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expenditure,  appropriate  arrangements  must  be  made  according  to  our  financial 
capability,  in  order  of  importance  and  urgency.  Steps  should  be  taken  to  con¬ 
trol  an  irrational  increase  in  consumption  funds.  According  to  the  State  Council 
regulations,  all  government  organs,  public  organizations,  enterprises  and 
institutions  must  cut  20  percent  of  their  purchasing  power  this  year,  using 
last  year’s  actual  figures  as  a  base.  The  regulations  also  demand  that  there 
be  a  10  percent  cut  in  budgeted  administrative  expenses,  and  that  managerial 
fees  in  enterprises,  and  other  operating  expenses  in  institutions,  be  reduced 
in  reference  to  the  specified  cuts.  We  must  strengthen  the  supervision  and 
examination  of  the  use  of  funds,  and  use  funds  efficiently  to  do  more  work 
with  less  money. 

5.  Strictly  enforce  financial  discipline  and  resolutely  check  new,  unhealthy 
practices.  Not  long  ago,  new  unhealthy  practices,  which  greatly  affected 
financial  revenues,  emerged  in  society.  For  example,  units  willfully  retained 
funds  which  ought  to  have  been  delivered  to  the  state,  made  unjustified  addi¬ 
tions  to  regular  costs,  helped  themselves  to  state  property  and  evaded  taxes. 
Others  indiscriminately  raised  wages  and  prices,  and  issued  excessive  bonuses 
and  allowances  in  cash  or  kind.  Still  others  practical  fraud  in  the  name  of 
reform,  by  turning  state  revenues  over  to  the  collective,  and  then  dividing 
them  among  individuals  under  one  excuse  or  another. 

These  erroneous  practices  of  benefltting  individuals  at  the  expense  of  the  state 
and  the  collective  have  not  only  dissipated  and  wasted  an  enormous  amount  of 
state  funds,  but  also  corrupted  the  party’s  style  of  work  and  social  values, 
hampered  the  smooth  progress  of  the  current  reforms,  and  harmed  the  fundamental 
interests  of  the  people.  The  CPC  Central  Committee,  the  State  Council,  the 
Jiangsu  Provincial  CPC  Committee  and  the  Provincial  People’s  Government  have 
adopted  resolute  measures  to  check,  and  correct,  these  new,  unhealthy  practices, 
and  have  so  far  achieved  good  results,  Financial,  tax,  auditing,  banking, 
industrial  and  commercial  administration  departments  at  all  levels  must  closely 
cooperate  in  performing  their  functions  and  earnestly  strengthen  supervision  and 
inspection  to  resolutely  combat  unhealthy  practices.  We  must  not  allow  those 
who,  proceeding  from  the  interests  of  their  unit  or  small  group,  use  all  kinds 
of  illegal  tricks  to  benefit  individiauls,  at  the  expense  of  the  state  and  the 
collective,  for  economic  gain.  Serious  cases  must  be  reported  to  the  authorities 
concerned  for  severe  punishment.  We  must  not  tolerate  such  unhealthy  practices. 

Our  province’s  financial  situation  has  been  good  this  year.  Financial  revenues 
in  the  first  quarter  were  2,057,680,000  yuan,  an  Increase  of  198.21  billion 
yuan,  or  10.7  percent,  over  the  corresponding  1984  period.  We  must  continually 
pay  close  attention  to  the  work  in  all  fields,  and  work  for  the  successful 
fulfillment  of  the  1985  budget. 
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GUANGMING  RIBAO  ON  COORDINATING  CREDIT,  PRICES,  TAXATION 

HK220445  Beijing  GUANGMING  RIBAO  in  Chinese  15  Jun  85  p  3 

/Article  by  Tian  Jun  /3944  6511/:  "The  Use  of  Economic  Levers  Should  Be 

Well-coordinated^/ 

/Text7  In  using  economic  levers,  we  must  stress  mutual  connection  and  coordina¬ 
tion"  regarding^these  as  an  organic  entity,  paying  attention  to  usxng  tliem  in 
compkhensive  and  well-coordinated  manner,  and  not  allowing  them  to 
vSS  ecLmic  levers,  we  do  not  mean  to  say  that  they 

emnhasis  on  some  of  them.  On  the  contrary,  some  must  play  a  more  important  part 

th^  Se  TtheT  Depending  on  different  credit,  price  and  taxation  requirements, 

the  state's  macroscopic  regulations  can  be  divided  into  three  parts:  Maintai 
an  apSoJriatrLale  and  rational  flow  of  funds  by  means  of  distributing  credit 
in  oSer^to  promote  a  proportionate  and  coordinated  development  of  various 

of  tho  nation^  economy;  regulate  the  aeale  and  etructure  of  social 

Sn™;  Lans  of  prices  In  order  to  attain  a  relative  -j;S„rof 

demand  for  social  commodities;  and  reduce  or  expand  the  scale  of  production  o 
some  departments  or  trades  by  means  of  compulsory  taxation.  Each 

lever  hL  its  own  function.  We  must  use  these  properly,  and  not  for  inappropriate 
purposes . 

In  readjusting  the  production  structure,  enterprises  need  guidance  based  on 
SaSL  in  the  price  "thermometer."  However,  if  the  banking  system  cannot  give 
Sem  support  by  granting  loans,  most  enterprises  will  be  unable  to  do  what  they 
want,  consequently,  the  goal  of  readjusting  the  production  structure  wll  n 

be  attained. 

In  readjusting  the  production  structure,  it  is  to 

coordinated.  In  order  to  control  consumption,  for  example,  it  is  necessa  y 
set  relatively  higher  prices  for  products.  But,  this  in  turn  will  often 
enLuraSe  hllld  pfoduc^ion  by  enterprises.  Again,  in  order  to  encourage  con- 

"^^tSn!  it  is  Lcessary  to  set  relatively  lower  P’^^-^/^Vortrrdl^kons  o^ 

turn  will  affect  the  production  enthusiasm  of  enterprises. 

this  kind  have  to  be  solved  because  of  increasing  or  reducing  taxation. 
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SYMPOSIUM  DISCUSSES  PROBLEMS  OF  SOCIALIST  FINANCE 
HK260853  Beijing  GUANGMING  RIBAO  in  Chinese  8  Jun  85  p  3 

_^Article  contributed  by  JINGJI_YANJIU  Editorial  Department :  "Discussion  on 
Problems  of  Socialist  Financej^/ 

^Tex^/  The  participants  in  the  symposium  piototed  out  that  since  the  founding 
of  the  PRC,  and  in  particular  since  the  beginning  of  the  reform  in  our  economic 
structure,  our  country  has  made  progress  in  many  aspects  of  the  research  in  our 
finance  theory.  The  participants  summed  up  the  progress  achieved  in  the  following 
areas; 

— As  we  switched  from  the  view  that  commodity  production  is  "withering  away  on 
its  own"  to  the  view  that  upholds  the  development  of  planned  commodity  economy, 
our  understanding  of  the  essence  of  money  in  socialism  has  changed  and  we  admit 
that  as  a  general  equivalent,  money  is  an  important  regulatory  means  for  both 
microeconomy  and  macroeconomy,  and  is  not  merely  a  unit  of  calculation  Or  a  tool 
for  accoimtlng  and  planning . 

— Our  ideas  on  the  circulation  of  money  have  switched  from  paying  attention  to 
the  circulation  of  cash  only  to  attaching  importance  to  the  forms  of  both  cash 
and  bank  transfered,  and  we  have  begun  to  pay  attention  to  the  mutual  relations 
and  transference  between  cash  and  bank  deposits. 

— We  have  switched  from  confusing  the  law  governing  the  circulation  of  banknotes 
with  the  law  governing  the  circulation  of  money  into  clearly  understanding  the 
opposite  content  of  these  two  laws.  We  have  come  to  realize  that  the  total  price 
level  of  commodities  determining  the  volume  of  money  in  circulation  is  the  con¬ 
tent  of  the  law  that  governs  the  circulation  of  money,  while  the  content  of  the 
law  that  governs  the  circulation  of  banknotes  is  that  the  volume  of  banknotes  in 
circulation  determines  the  total  price  level  of  commodities. 

— It  is  no  longer  the  case  that  we  dare  not  or  will  not  speak  about  inflation 
and  the  expansion  of  credit,  as  we  dared  not  and  would  not  for  a  long  time  in 
the  past,  and  we  hve  carried  out  conscientious  research  into  these  problems. 

— Concerning  the  criterion  for  deciding  whether  the  volume  of  money  in  circula¬ 
tion  is  normal,  we  no  longer  base  our  decision  merely  on  the  data  gained  from 
previous  experience,  but  carry  out  new  research  into  new  situations. 
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— Concerning  our  understanding  of  the  nature  and  functions  of  socialist  banks, 
we  no  longer  regard  our  banks  as  merely  cashiers  for  out*  finance,  but  have 
begun  to  regard  them  as  a  regulatory  mechanism.  r 

— Concerning  the  socialist  banking  system,  we  have  broken  the  traditional  pattern 
which  abolished  commercial  credit,  banned  "parallel  credit,"  and  concentrated 
all  credit  in  one  bank,  and  we  have  probed  the  establishment  of  a  socialist 
banking  system  with  the  people’s  bank  as  its  center  and  with  various  specialized 
banks  as  the  principal  parts,  a  system  that  combines  various  kinds  of  banking 
institutions.  We  have  also  carried  out  discussion  on  opening  up  a  financial 
market. 

“•Moreover,  we  have  also  scored  some  achievements  in  the  research  into  the 
theory  on  deposits  and  interest  under  socialism. 

The  participants  in  the  symposium  held  that  as  the  reform  in  our  economic  struc¬ 
ture  is  being  carried  out  in  an  allround  manner,  and  that  structure  is  thus 
gradually  becoming  based  on  planned  commodity  economy ,  finance  will  display  an 
increasingly  great  importance,  and  all  the  economic  theoretical  workers  should 
attach  importance  to  the  research  into  this  area.  The  problems  that  urgently 
need  research  are: 

1.  The  problems  related  to  the  role  of  our  banks  in  macroeconomic  control.  The 
banks  will  more  and  more  become  a  key  link  in  regulating  social  reproduction. 

In  order  to  streghten  our  banks'  function  of  macroeconomic  control,  it  is 
necessary  to  carry  out  research  into  how  to  operate  a  clear  division  of  labor, 
power  and  sources  of  funds  between  finance  and  banks,  and  thus  to  make  our  banks 
no  longer  subordinate  to  finance.  At  the  same  time,  we  should  carry  out  research 
into  the  relations  between  the  central  bank  and  the  specialized  banks  and  into 
the  conditions  for  turning  our  specialized  banks  into  enterprises,  and  ensure 
that  the  central  bank  will  not  be  forced  to  become  the  funds  supplying  department 
that  freely  supplies  loans  to  various  local  specialized  banks ,  and  that  the 
central  bank  is  able  to  regulate  the  lending  activities  of  the  specialized  banks. 

2.  The  problems  related  to  our  monetary  policy.  The  aim  of  our  socialist 
monetary  policy  must  be  a  dual  aim,  to  stabilize  our  currency  and  also  to  pro¬ 
mote  our  economic  development.  The  key  is  to  find  a  way  to  realize  this  dual 
aim.  A  few  years  ago,  some  people  put  forth  the  thesis  that  inflation  was 
unavoidable  under  the  conditions  in  which  banknotes  were  in  circulation.  In 
the  past  year,  some  people  put  forth  the  thesis  that  the  excessive  issuance  of 
currency  constituted  a  stimulus  to  a  high  growth  rate,  full  emplo3niient ,  and  high 
consumption.  Now,  most  people  think  that  these  these  are  unacceptable  and  that 
it  is  necessary  to  find  a  way  to  implement  a  monetary  policy  that  will  lead  to 
neither  inflation  nor  depression. 

3.  The  problems  related  to  the  control  of  the  amount  of  money  in  circulation. 

In  order  to  define  a  level  for  the  normal  circulation  of  currency ,  we  should 
concretely  observe  the  various  factors  in  our  reform  of  the  economic  structure 
and  in  the  changes  to  our  economic  structure  that  affect  circulation  of  money , 
and  at  the  same  time  we  should  solve  the  problems  related  to  the  methods  of 
estimation  and  calculation.  As  for  the  means  of  our  central  bank  in  regulating 
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the  circulation  of  money,  some  people  now  favor  the  adoption  of  the  three  major 
means  of  reserve  deposits,  discount  rate,  and  operation  in  the  open  market. 
However,  our  country’s  banks  differ  from  those  in  the  West,  and  the  mechanism 
for  the  application  of  funds  in  our  banks  differs  from  that  in  Western  banks. 
This  is  a  factor  that  we  must  consider. 
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BRIEFS 

of  China  in  implementing  the  po  y  P  carrying  out  the  policy 

r:reS  - 

increased  from  RMB  38.7  billion  58^ti^2S/workers  and 

number  of  JoO%Ssons;  overseas  organizations  incresased 

to  286  oAd  workers  and  staff  “l  Lad’and’bSnch 

nearer  of  agencies  «3“j,f,"vef  c:un;fies  and  regions  In 

organizations  of  I,l03  banKs  spreduxiig  rpciT^nnsibilities  and 

thi  world.  According  to  the  ^^^^^^^^i^^rha^’rSrrifn  exchange 
the  scope  of  operations  are.  g  -roppints  and  expenditures  in  a 

and  handling  J^^aU  ™  0^  opfrar/ons  and  related 

unified  manner;  dealing  governments  and  their 

rMB  operations;  signing  agreements  with  ,  bv  the  People’s 

centra  banks  as  authorized  by  the  state  . 

Bank  of  China  and  ;>“’'';°^P““|„“„“chlna  and  various  branches  of  the 
The  overseas  branches  of  the  Bank  racrlons  undertake  all  banking 

Jp^?ah““;emu“Jd^y"Sc\l°riw  decrees.  /lest/ 

JINGJI  DAOBAO  /WORLD  ECONOMIC  HERALD/  in  Chinese  6  May  85  p  1/  126 
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FRG-PRC  JOINT  VENTURE  TO  DEVELOP  INLAND,  OCEAN  SHIPPING 

Duesseldorf  WIRTSCHAFTSWOCHE  in  German  24  May  85  pp  98-100 

[Text]  Inland  shippers  and  transporters  from  Duisburg 
have  gone  into  business  with  the  People's  Republic  of 
China.  There,  an  infrastructure  for  inland  and  ocean 
shipping  is  to  be  constructed  using  German  know-how. 

For  Heinrich  Stomberg,  on  the  Yangtze  Kiang  there  is  not  all  that  much  to 
do:  "The  river  depth  is  all  right  over  large  areas,  and  major  hydraulic- 

engineering  measures  are  not  necessary,"  observes  the  head  of  the  Duisburg 
Rhine-Meuse  and  Ocean  Shipping  Office  GmbH  (RMS).  "Here  nature  has  done 
the  bulk  of  the  work,"  Stomberg  says  in  lauding  the  Yangtze  Kiang  as  one  of 
the  most  navigable  rivers  in  the  People's  Republic  of  China. 

Of  course,  since  not  all  the  waterways  in  the  Middle  Kingdom  can  offer  such 
natural  advantages,  for  the  future  the  RMS,  together  with  the  transporting 
group  Haeger  &  Schmidt  GmbH,  which  is  also  located  in  Duisburg,  certainly 
expects  good  business  with  the  Chinese.  The  contracts  for  this  were 
already  secured  early  in  May  with  the  founding  of  the  Kiangsi  Corporation 
mbH,  the  Chinese-German  Association  for  Economic  and  Technical  Cooperation. 

By  way  of  this  Kiangsi  company,  an  exchange  of  experiences  between  the 
Chinese  and  Germans  is  to  take  place  in  the  domain  of  inland  shipping, 
river— ocean  shipping,  hydraulic  engineering,  and  Canal  construction,  as 
well  as  port  management.  The  specific  planning  involves  initially  the 
joint  building  of  a  river-ocean  ship  fleet  in  the  province  of  Kiangsi. 

Other  joint  projects  are  also  planned— —such  as,  for  fexample,  a  shipping 
line  named  Sunrise  Line  between  China  and  the  FRG.  Because  in  China  there 
is  still  much  to  do  in  the  field  of  ocean  transport  and  also  in  terms  of 
improving  the  entire  infrastructure. 

Thus,  although  this  gigantic  Far-East  land  has  about  5,000  rivers  with  a 
total  length  of  108,000  kilometers,  of  these  only  about  11,000  kilometers 
are  navigable  at  all.  In  comparison:  In  the  much  smaller  FRG,  about  4,300 
kilometers  of  navigable  waterways  are  being  used. 

Now  the  Chinese  envisage  a  change  in  this  situation.  By  the  year  2000  they 
want  to  quadruple  the  present  transport  volume  on  Chinese  rivers  of  about 
350  million  tons  per  year. 
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But  these  plans  can  hardly  be  fulfilled  with  the  barges 

which  in  some  cases  are  still  made  of  wood.  More  modern  inland  ships  would 
L  o^e“a,rbu^  river-ocean  ships  seen  to  he  the  better  way  to  80.  Because 
steers  wWch  on  the  one  hand  can  still  travel  on  rivers  hut  on  the  other 
hand  are  also  seaworthy  owing  to  their  type  of  construction  and  site  would 
he  able  to  utilize  the  inland  harbors  simultaneously  for  imports  and 
sports  and  would  relieve  the  strain  on  the  harbors  in  the  Yangtze  Kiang 
estuary,  which  are  overburdened  in  any  case* 

To  the  Chinese,  the  two  FRG  transport  anfthe^ 

partners  for  solving  their  shipping  problems.  Because  the  RMS  ^he^  _ 
transport  group  Haeger  &  Schmidt  had  deliberately  entered  upon 

into  the  China  business,  preparing  for  this  alrea  y  a  cv,4t,v,inff  and 

with  the  joint  founding  of  the  China-Trans  Corporation  for  ®^^PP^“? 

Trade  mbH.  The  sole  purpose  of  this  company  is  to 

Chinese  in  almost  all  feasible  shipping,  forwarding,  and  transport 

operations  into  and  out  of  the  People's  Republic  of  China. 

It  is  unlikely  to  have  been  an  accident  that  the  choice  of  the  Far-East 

shipping  planners  fell  on  China-Trans.  Because  the  /“^s^ 

Haeger  &  Schmidt  belongs  to  the  transportation  China-Trans 

TraL  Union  AG.  On  the  other  hand,  it  is  true  that  the  second  China  Trans 

nartner  of  RMS,  with  its  group  sales  of  under  half  a  billion  mar  s,  seem 
small  compared  to  the  Thyssen  Trade  Union,  let  alone  to 
as  a  whole.  But  the  RMS's  specialized  know-how  in  river-ocean  shipping 
stood  it  in  good  stead.  At  least  in  West  Europe,  it  commands  8 

percent  of  the  shipping  traffic  that  is  conducted  over  rivers  and  seas 
without  intermediate  transshipments* 

Moreover,  RMS  chief  Stomberg  has  extensive  experience  ® 

for  countries  hitherto  poorly  opened  up  for  traffic.  According  to  his 
exnerience  the  extent  to  which  everything  depends  on  an  improved 
SLportakon  infrastructure  is  apparent  in  all  the  developing  countries. 
Stomberg  himself,  who  was  particularly  involved  in  this  as  ^be  consul 
general  for  Guinea,  has  already  headed  various  projects  in  West  Africa. 

By  way  of  Haeger  &  Schmidt,  which  with  Hans-Joachim  Kaup  is  ^he 

sLond  mLaging  director  in  China-Trans  with  a  status  equal  to  that  of 
Stomberg,  the  company  benefits  from  the  international  ^ 

the  financial  strength  and  the  know-how  of  the  ^ 

Thus,  for  example,  the  Thyssen  Trade  Union  already  has  a  bureau  in  Peking. 

However,  neither  the  Thyssen  representatives  nor  the  RMS  see  any  direct 
shipbuilding  orders  for  German  shipyards  from  this  China  operation.  A 
the  idea  which  may  have  been  the  dream  of  many,  of  purchasing  dismantle 
ln!.fd  zMps  cLply  in  thU  country  end  then  roselUng  thew  to  the  Chtnase 
is  doomed  because  of  the  long  transport  distances. 

What  is  involved  in  this  cooperative  effort  is  ®nd  ^0^®“°®^  ® 

transfer  of  know-how:  Thus  the  barge  carriers  and  still  more  so  tbe  barge 
Lntainer  carriers  developed  by  Thyssen  Industry-which  are  transport  ships 
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permitting  debarkations  and  deliveries  even  where  there  are  no  developed 
harbor  facilities““are  the  most  well~suited  for  the  building  up  of  fleets 
in  countries  with  poorly  developed  harbor  infrastructures.  But.  They 
would  probably  have  to  be  built  in  the  Far  East. 

Nevertheless,  orders  will  be  coming  into  the  FRG,  such  as  for  ship 
simulators  of  the  type  that  has  been  successfully  built  in  Bremen  by  Krupp 
Atlas  Elektronik  GmbH.  It  is  on  such  simulators  that  in  the  future  the 
people  in  the  Middle  Kingdom  as  well  will  learn  shipping. 

Since  China-Trans  not  only  is  to  give  technical  advice  and  arrange  for 
ships,  facilities,  and  equipment,  but  also  is  undertaking  the  preshipments 
and  postshipments  in  the  FRG  and  neighboring  European  states  for  the 
province  of  Kiangsi,  from  this  new  joint  venture  an  economically  attractive 
cooperative  effort  for  both  sides  can  develop.  In  any  case,  a  beginning 
has  been  made. 
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frg  wool  importers  complain  of  pricing  practices 

Frankfurt/Main  FRANKFURTER  ALLGEMEINE  in  German  10  Jun  85  p  13 

fTextl  In  connection  with  the  German-Chines e  economic  talks  this  week  in 
Bonn  an  issue  will  also  be  placed  on  the  table  which  has  been  increasingly 
froukSg  Germarbusinesses  for  some  time  now:  Compliance  with  contracts 
bv  the  People’s  Republic  of  China.  Although  up  to  now  the  Chinese  have 
bLn  considered  to  have  abided  by  contracts  and  were  regarded  as  exemplary 
in  their  payment  reliability,  German  importers  are  giving  reports  about 
growing  difficulties  in  Chinese  compliance  with  contracts. 

An  example  of  this  is  furnished  by  Medima-Werke  Karl  Scheurer  KG  in 
Maulburg,  one  of  the  largest  processors  of  Angora  wool  in  the  world,  which 
since  tL  1970's  has  been  obtaining  raw  Angora  wool  from  Chinese  stocks. 
China  produces  90  percent  of  the  Angora  wool  in  the 
year,  the  Chinese  partners  suddenly  began  to  no  longer  adhere 
concluded  delivery  contracts,  it  is  said  in  an  ®  . 

company.  Because  of  the  price  increases  for  raw  Angora  wool  that  had 

occurred  in  the  meantime,  the  Chinese  suppliers 

on  contractually  fixed  prices.  Since  the  company  has  not  been  billing 
far  to  adjust  the  contracts  to  account  for  the  market  price  plus  ext r 
premiums,  the  Chinese  have  stopped  deliveries.  But  at  the  same  m  ’ 
being  said,  the  Chinese  side  has  been  offering  the  goods  on  the  spot  market 
at  "excessive  prices"  and  in  this  way  is  compelling  the  company  to  meet  its 

requirements  in  that  market  at  a  greater  cost  „ 

kilo  other  Angora  processors  have  been  poorly  supplied,  Medima  maintains. 

The  complaint  of  the  textile  company  tallies  with  the  experiences  of  the 
Eastern^Committee  of  the  German  Economy,  upon  which  there  was  a  report  in 
February  at  the  meeting  of  the  mixed  German-Chinese  Committee.  There  as 
well,  complaints  were  heard  about  Chinese  attempts  to  implement  price 
increases  ex  post  facto.  Within  the  area  of  activity  of  Machimpex^, 
deliveries  have  been  delayed.  In  the  chemical  industry  the  criticism  has 
been  made  that  China  is  insisting  on  a  full  acceptance  of  contracted 
™“titlesrbut  on  the  other  hand  ie  aakins  sales  in  the  regtoe  oovered  by 
the  contracts  hy  way  of  third  parties  and  at  lower  prices  “ 

The  companies  complained  that  for  the  most  part  the  Chinese  side  is  not 
giving  its  attention  to  such  difficulties,  and  that  an  attitude  of 
partnership  seems  to  be  lacking. 
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The  causes  of  this  changed  attitude  on  the  part  of 

in  China’s  reform  policy  and  in  the  decentralization  of  economic  decisions 
associated  with  this.  There  is  the  additional  fact  that  as  a  rule  the 
Chinese  producers  do  not  themselves  engage  in  exporting,  but  only  by  way 
inierred^te  State  trading  companies.  As  is  being  said  in  China  itself. 

for  Chinese  enterprises  it  is  frequently  nrofit  fo^  Jhe 

goods  to  other  buyers  and  in  this  way  to  obtain  a  larger  profit  for  the 

business • 

As  the  German  company  describes  it,  with  Medima  the  situation  is  that  the 
i^g^ra  pea'nts  have  now  been  able  to  sell  not  only  to  the  State  as  the 

as  was  the  case  hitherto,  but  also  to  private  traders.  It  is  said 
thit  this  has  to  do  in  part  with  Chinese  from  Hong  Kong  who  have  been 
chancing  ’'illicit”  money  and  thus  have  been  able  to  buy  the  wool  from  the 
at  high.r  price..  The  State  toreip-trading 
longer  complying  vith  their  contract,  de.pite  an 

Angora  wool.  But  claims  for  damages  must  be  filed  in  China  itself. 
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CONSTRUCTION  OF  SHENYANG-DALIAN  EXPRESSWAY  DECIDED 
Shenyang  LIAONING  JINGJI  BAO  in  Chinese  13  Feb  85  p  1 

[Article  by  Wei  Runsheng  [7614  3307  3932] >  Li  Ye  [2621  8518]  and  Han  Bin 
[7281  2430];  "Liaoning  Province  Decides  To  Speed  Up  Construction  of  Shenyang- 
Dalian  Expressway,  Total  Distance  of  Highway  Measures  388  Kilometers,  It  Will 
Be  China’s  Longest  Expressway  Upon  Completion"] 

[Text]  The  Shenyang-Dalian  grade  one  highway  under  renovation  and  expansion 
in  our  province  will  be  constructed  into  an  expressway  beginning  this  year. 

The  construction  of  the  Shenyang-Dalian  expressway  is  in  line  with  the  needs 
of  the  overall  rural  and  urban  economic  reform  in  our  province  and  also  the 
needs  of  developing  and  opening  the  Liaonan  economic  zone  with  Dalian  as  the 
"forward  position"  and  Shenyang  as  the  "hinterland."  This  is  an  exciting 
happy  news  announced  by  vice  governor  Li  Gulxian  [2621  6311  7639]  at  a  recent 
provincial  highway  work  conference. 

The  Shenyang-Dalian  expressway  measures  388  km  in  length,  with  the  exception 
of  a  total  of  16  km  of  grade  one  highway  in  the  starting  and  terminal 
sections  in  the  outskirts  of  Shenyang  and  Dalian  cities,  the  remaining  372  km 
are  expressway,  the  road  surface  is  26  meters  wide,  it  is  a  high  grade  road 
surface  paved  with  asphalt  and  concrete  and  the  speed  limit  is  between  80  to 
120  km.  It  is  planned  that  the  entire  line  will  be  completed  by  1990.  This 
expressway  will  be  China’s  longest  expressway  upon  completion. 

According  to  a  comrade  of  the  general  command  of  the  Shenyang-Dalian 
renovation  and  expansion  project,  the  initial  correct  estimate  of  the  total 
investment  in  this  expressway  amounted  to  2.02  billion  yuan  and  300  million 
yuan  will  be  invested  yearly  starting  this  year.  National  competitive  bidding 
will  be  invited  for  this  construction  project  and  international  competitive 
bidding  will  be  invited  for  part  of  the  key  project.  Upon  completion,  the 
Shenyang-Dalian  expressway  will  be  able  to  undertake  the  total  freight 
volume  of  the  double-track  railroad  currently  operating  between  Shenyang  and 
Dalian  and  the  operating  time  will  be  shortened  by  half  that  of  the  original 
Shenyang-Dalian  highway.  The  freight  transportation  cost  will  also  be 
reduced  by  40  percent . 

The  completion  of  the  all-exclusive  Shenyang-Dalian  expressway  will  play  a 
vital  role  in  invigorating  Liaoning,  serving  the  whole  country  and  moving 
toward  the  world  standard. 
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LIAONING  CARGO  SHIP  PURCHASE~The  Liaoning  provincial  government  recently 
decided:  to  develop  the  province’s  shipping  enterprise,  cope  with  the 

needs  of  foreign  trade  transportation  and  coastal  transportation  and^ 
organize  the  provincial  shipping  fleet  as  soon  as 

has  decided  to  import  10  cargo  ships  this  year  totaling  ^6,000  tons.  0 
of  which,  the  Yingkou  shipping  bureau  will  import  two  3,000  ton-class  eg 
ships;  Jinzhou,  three  3,000  ton-class  cargo  ships;  0 

class  cargo  ship  and  two  3,000  ton-class  cargo  ships;  and  Dalian,  two  10.000 
ton-class  cargo  ships.  It  is  understood  that  Liaoning  province  now  has  2.4 
million  tons  of  foreign  trade  resources  and  3  million  tons  of  supply  of  goo 
along  the  domestic  coastal  regions,  yet  the  existing  40  cargo  ships  of  a 
total  of  59,000  tons  can  handle  a  maximum  annual  freight  volume  of  1.4  million 
tons.  This  is  far  from  coping  with  the  actual  needs  as  they  can  handle  merely 
one-fourth  of  the  foreign  trade  freight  volume  and  one-third  of  the  coastal 
freight  volume.  It  is  estimated  that  by  importing  these  10  cargo  ships 
the  freight  volume  can  reach  from  800,000  to  1  million  tons.  According  to 
projection,  the  loans  needed  for  importing  the  above  mentioned  10  cargo 
Lips  can  be  fully  repaid  in  principal  and  interests  from  the  earnings  wit 
5  yLrs.  [By  Zhang  Zhenyong  [1728  2182  6978]]  [Text]  [Shenyang  LIAONING 
JINGJI  BAO  in  Chinese  13  Feb  85  pi]  12662 
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